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SEY/AR RESIE’ENCY, UDAIPUR, 


(i) 

Composition oftho Committee on Public Accounts constituted 

for the year 1929-30. 

In tlip prAvuni;^ yoav tin’ oicht olocU'tl niomhew of (lio CommiUce on 
rublic Arronnt’! wi'n* : 

Mr. S, C. Mitni. 

M.'utlvi Abilu! Matin ( 'Innnlliury. 

Mr. K. ('. Xeofiy. 

Mr. S. H.-inua ly«’r. 

Mr. 'r. A. K. SjitTvani. 

Mr. V,. 

Ilaji f'liow-llniry .^^nhn^■nn:l<l l«mnil Khnn. 
l\ao Uahaflur .M. <!’. llnjjih. 

2. Out of llu' following four moinbur.-^ wero dcclarcil, under rule 

bll'l) of llie Indian I/''gisl;\tivo Kules, to have retired from tlio Committee 
on tlic expiry of one yea- from the date of their election : — 

Mr, 8. Mitni. 

Mr. K. C. XrM)gy. 

Mr. C. 8. Kunga Iyer. 

Manlvi Aixlul Matin Chaudhnry. 

3. The following mot ion was made hy the Ilononrahlo 8ir George Schuster 
in the Ijogislative .Assembly on the 28th January 1929 and adopted by the 
Hou.^e : — 

“ That the non-olUfiai Membta-s of the A'^sembly do proceed to elect, in 
the manner required hy rule o] of the Indian Legislative Rules, 

•1 Members to be members of the Committee on Public Accounts 
in jilacc of the 1 members who have retired in accordance with 
sub-rule ( i) of the .^ame rule ”. 

4. In jmrsuance of this, the undermentioned members were elected by 
the House : — 

Mx. S. C. Alitra. 

Kumar Ganganand Sinha. 

Maulvi Abdul Matin Chaudhury. 
hlr. K. C. Neogy. 

5. The following members were nominated by the Governor General 
uader rule 51(2) of the Indian Legislative Rules : — 

Maulvi Mohammad Yakub. 

Mr. K. 0. Roy. 

Lt.-Col. H. A. J. Gidney. 

6. Under rule 51 (5) of these rules the Finance Member is the Chairman 
of the Committee. 




REPORT OF THE PUBLIC ACCOUNTS COMMITTEE ON THE ACCOUNTS 

OF 1927-28. 


I. — ^Excess Votes. 

Tlie following table compares the total grants voted by the Legislative 
Assembly with the total expenditure against those grants : 

(In Inkhs of rupees.) 



Original 

grant. 

Supple- 

mentary 

grant. 

Final 

grant. 

Actual 

expendi- 

ture. 

1 

Expenditure charged to Revenue 

1,02, -14 

5,0.7 

1,08,09 

1,07,40 

Expenditure charged to Capita! 

20,!).^ 

5,75 

.32,68 

1 ' 

33,87 

Total Expenditure 

],29,.^7 

11,40 

1,40,77 

1,41,33 

Disbursements of I..oans and Advances . . 

4,82 

4,93 

9,75 

9,74 

Grand Total 

1,34,19 

10,33 

1,50,52 

1,51,07 


2. The following table compares the non-voted appropriations sanc- 
tioned by the Government of India with the total expenditure against such 
appropriations : 


(In lakhs of rupees.) 



j 

Original 

Appropria- 

tion. 

Supple- 

mentary 

Appropria- 

tion. 

Final 

Appropria- 

tion. 

Actual 

Expen- 

^tui'e. 

Expenditure charged to Revenue 

1,12,01 

21 

1,12,22 

1,11,44 

Expenditure charged to Capital 

3,59 

1 

3,60 

1,19 

Total Expenditure 

1,16,60 

22 

1,16,82 

1,12,63 
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3. If the total voted and non-voted 
is as follows : 


expenditure is taken, the position 


(In lakhs of rupees.) 


■ 

Oiiginal 

grant. 

Final 

grant. 

' 

Actual 

Expendi- 

ture, 

Expenditure charged to ReA'enue 

2,14,45 

2,20,31 

2,18,90 

Expenditure charged to Capital . . , . 

30,52 

36,28 

1 

35,06 

Total Expenditure 

' 2,44,97 

2,56,59 

2,53,96 

Disbursements of Loans and Advances . . 

4,82 

9,75 

9,74 

Grand Total 

2,40,79 

2,66,34 

2,63,70 


4. It will be seen that against grants aggregating 266*34 crorcs the 
actual expenditure was 263*70 crores— a saving of 2*64 crores or 1 per cent. 
against a saving of 10*17 crores or 3*8 per cent, in 1926-27. The saving 
are made up as follows : 


Railwa}* expenditure charged to Capita] 
Military expenditure 
Disbursements of Loans and Advances . . 
Other items 


(In crorcs of rupees.) 
•07 
‘52 
•01 
1 - 44 ^ 


Total .. 2-64 


5. The percentage of savings in the final grants for 1927-28 and in the 
tvf’o preceding years are given below for ptirposes of comparison : 



1925-26. 

1926-27. 

1.027-25. 



l?s. 

Rs. 

Ef. 

Expenditure charged to Eevenne 

3-0 

2*9 

•6 

Expenditure charged to Capital . . . - 

15*5 

5'S 

3*4 

Total Expenditure 

■ 4-6 

1 

.3-3 

1*0 

Grand total, including Loans and Advances 

6*7 

;hs 

1-0 


These figures show that the improvement in the e.stimating umler lie 
various heads taken as a whole noticed last year has been maintained ( iin B 


the year under report. 
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0. The following t^ible compares the percentage of savings nncler voted 
grants with that of the savings in non-voted appropriations : 




.Savings 

Excess — 

1027-2S. 


Voted. 

Non-voted. 

Expenditure charged to Revenue 

• • 

. . -|- • «>S 

-f-'GO 

Expenditure charged to Capital 

• • 

— :i-C4 

-l-GG'Ol 

Total Expenditure 

• • 

— 40 

-h2-76 

ltl2G.27. 




Total Expenditure 

• . 

-l-G-2 

-1-1-0 


7. The most important feature here is that, unlike previous years, there 
is an excess of *4 per cent, under voted grants against savings of 5-2 per 
cent, in 192G-27 and 7*8 per cent, in 1925-2G. This result shows that the 
tendency deliberately to over-estimate voted expenditure ns to which previous 
committees expressed apprehensions has become much loss marked. 

The increase in the saving under non-voted expenditure was mainly due 
to the fact that while the budget provided for railway debentures to be renewed 
as' well as those to be discharged, the actuals show only the debentures dis- 
charged. This accounts for a saving of over Rs. 21 crores. We are informed 
that the question of altering the method of budgeting for these items is under 
the consideration of the Railway Roard. 

8. The improvement noticed above is partly due to the system of lump 
cuts introduced in 192D-2G but the persistent over-budgeting which still 
exists under a number of items which have been brought to our notice in the 
Appropriation Reports indicate that even more severe pruning is required. 

As regards provision for pay of establishment and leave salary, we consider 
that the only way of arriving at more accurate results is to make lump deduc- 
tions for probable savings on the basis of previous actuals. We are informed (Qi 
that certain provisional orders were issued by the Finance Department to the 64( 
accoimts officers in September 1928 and that that Department propose to 
issue further orders when the actuals of a few years are available. 

9. In view of the large number of cases of defective budgeting which 
have been brought to our notice by the Auditor General, we consider that there 

is still scope for improvement in the methods of budgeting. The arrange- (Q, 
ments made in the Finance Department to have a whole-time Budget Officer 8l( 
(who is also Secretary to the Public Accounts Committee) to watch the 
operation of the budget throughout the year and test its accuracy have 
been explained to us. This is a step in the right direction ; but what is 
required now is a special efiort to work up to a higher standard of accuracy 
in budgeting in all Departments, and we share the doubts referred to by the 
Financial Secretary as to whether a mere scrutiny of results within the Finance 
Department will be sufficient for this purpose. We think that, at least until 
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a Iiigher standard all round has been attained, a more intensive effort may be 
necessary and that it would be most advantageous if a specially experienced 
officer from the Finance Department coulrl personally visit all the estimating 
offices, look into and co-ordinate their work and have occasional con- 
ferences with the estimating officers. We are also informed by tbe 
Auditor General that his experience of the past few years had been 
that the Finance Department was under-staffed and that it was abso- 
lutely necessary to increase the staff in order to work up to a high standard 
of efficiency. We agree with the Auditor General and recommend that the 
Finance Department should be adequately staffed and consider that it is 
justifiable to err on the side of being over-staffed in the initial stages in order 
to work up to a high standard of efficiency. We wish also to emphasise 
the great importance during the initial stages of securing continuity in the 
staff of the Finance Department which is to be employed on this special work. 


10. In the following cases the actual expenditure exceeds the voted 
grants and an excess vote of the Assembly is accordingly required : 



Number 


Amount 

Actual 

expenditure. 

Excess. 

Item 

No, 

of 

grant. 

Grant. 

voted by the 
Assembly. 

1 


CtvU. 

Rs. 

Rs,' 

Rs. 

1 

41A 

General Administration — 


231 

231 



Miscellaneous 

• ' 

2 

4S 

Administration of Justice 

08,000 

68,009 

9 

3 

72A 

Miscellaneous Adjustments 






between Central and 
Provincial Governments 

3,47,000 

3,50,431 

3,431 

4 

73 

Refunds 

75,58,000 

77,15,481 

1,67,481 

5 

91 

Commuted value of pen- 
sions 

25^73,000 

26,70,529 

1,06,629 

6 

94 

Loans and Advances bear- 
ing interest 

8,74,23,000 

8,80,35,971 

1 

0,12,071 



Posts and Telegraphs. 



1 

7 

23 

Indian Posts and Tele- 
graphs Department 

10,64,16,998 

10,02,26,766 

8,08,708 



Pailways. 




8 

4 

Revenue— Working Ex- 
t penses — ^Administration 

12,49,00,000 

12,69,93,000 

20,93,000 

9 

10 

I Revenue — ^Appropriation 

1 from Depreciation Fund 

10,20.00,000 

10,95,11,000 

75,11,000 

10 

14 

Revenue — Strategic Lines 

1,66,10,000 

1,60,48,000 

1,38,000 

11 

r.- 

7 

Capital — ^New constraction 

8,46,44,000 

9,90,24,000 

1,44,80,000 

12 

8 

Capital — Open Lino Works 

21,02,02,000 

21,60,37,000 

63,46,000 

13 

15 

' 

Capital Strategic Lines . . 

93,26,000 

95,76,000 

50,000 
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11. A brief explanation of eacb excess is given below : 

Items 1 and 2 . — The excesses are negligible. In the first case the excess 

was due to the adjustment after the close of the year of the leave 
salary of an officer on foreign service in Iraq. 

Item S . — The excess was due to the adjustment after the close of the 
year on account of the refund to the Government of Bombay of 
customs duty paid in cash on stores imported by them during the 
year 1926-27. The adjustment should have been made in the 
accounts of 1928-29. 

Item 4 . — The expenditure imder this head is of an inevitable nature and (Questi 
the excess was due to certain unforeseen items which had to be 
incmred towards the close of the year. 

Item 5. — This was the second year in which commutations were charged 
to capital and the estimate had to be framed practically in the 
absence of actuals which are the only guide in framing an 
estimate under this head. 

Item 6 . — ^The excess was due to larger expenditure on the Sutlej Valley 
Project during the closing months of the year. We understand 
that the question of obtaining more accurate estimates is being 
considered by the Finance Department. 

Item 7.—~A supplementary grant for Rs. 20,11,000 was obtained from the (Qu^ti 
Assembly in March 1928 but in applying for this grant the De- 
. partment had to make certain assumptions regarding the extent 
of the efiect of the numerous concessions granted to the staff 
during the year. The results show that these assumptions were 
• not accurate. 

Item S.— The excess was due to the fact that certain economies in ad- (Questic 
ministration, which the Railway Board anticipated, were not fully 
realised and a larger amount was also required for new items of 
expenditure. 

Items 9, 11, 12 and 13. — It is admitted by the Railway Department that (Questic 
these, excesses signify the breakdown of the system of over-^*^"'^ 
allotment introduced in 1925-26. We are slad to note that the 
amount over-allotted has been drastically reduced in the budget 
estimates fox 1929-30, the amount over-allotted in that year being 
only a little over a crore as against 18 crores in 1926-27. We 
also note with approval the statement made • by the Finance 
Department that the Finance Member has assumed much closer 
control over capital expenditure than hitherto, and that, as a 
further measure to prevent over expenditure, the powers of re- 
appropriation of Railway Agents have been considerably cur- 
tailed. We are of opinion that the results of these changes must 
be carefully watched and that the control of the Finance Depart- 
ment must be rigidly maintained. It is a matter for serious 
consideration whether the present system according to which the 
Eailwa}’^ capital expenditure programme for any year is settled 
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during the preceding autumn and also according to which the 
Railway budget is presented to the Legislative iisembly before 
the General Budget, is conducive to the , general interest or to 
the proper information of the Legislative , Assembly as to the 
factors afiecting the situation and the issues involved. 

1 Item 10. — The total excess under the grant, taking voted and non-voted 

• together, is just under 1 per cent. 

12 . The total number of voted grants in ■which there has been an excess is 
13 and the total amount requiring the vote of the Assembly is Rs. 3,13,06,420, 
of which Rs. 2,73,86,000 is due to the system of over-allotment in the Railway 
Budget. We recommend that the Assembly assent to the excess grants for 
1927-28 which the Governor General in Council will place before them for the 
following sums in respect of the heads referred to in paragraph 10 : 

Expenditure charged to Revenue 
Expenditure charged to Capital 

Total 


Rs. 

1.14.31.420 
1,98,75,000 

3.13.06.420 


13. Rule 52 (2) of the Indian Legislative Rules reqmies that we s ^ 
'.bring to the notice of the Assembly every re-appropriation from one ^ 
another grant ; every re-appropriation withm a pant, ^^ich is “ ^ . 

accordance with such rules as may beprescribed by the be 

and all expenditure which the Finance Department have requested should ^ 
brought to the notice of the Assembly. We are glad to 

that there have been no re-appropriations fallmg under these c_ g es 

the year ; nor have the Finance Department requested us to bring to 
notice of the Assembly any particular item of expenditure. 

n.- 

’’ of thl Reports of our predecessors from anu u. -'f Y;:;;"ued to the 

theteoa. ^We are informed that copies “* *0 Epitome ^ ^mbly »s ask 

Members of the Conmuttee and to such other Members of the Assemo y 

for it. . • d 

■ 15. We are gratihed to learn that the , 3 along 

orders on the folloiriiig questions which have been outstanding 

time : — 

(а) introduction of the system of token votes, 

( б ) foimulation of rules to regulate the placing and control o( contract. 

( 0 ) formulation of general yQ^yp^ment tliroagli fraod 

responsibility for losses sustmned by Coi crnnien 

or negligence of individuals. 
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16. Tlie following items included in Appendices II and III may be con- 
sidered as settled : 

Appendix II. — Items 7, 8, 10, 11, 14, 15, 16, 23, 25, 29, 34, 35, 39 and 
40. 

Appendix III. — Item 7. 

Our observations on some of tbe outstanding items are contained in the follow- 
ing paragraphs, 

17. Stipplemeniciry Demands. — Tbe Resolution issued by tbe Government (Questio 
of India on tbe Report of last year says that steps will be taken to present 
belated supplementary demands to tbe Assembh^ provided that on each occasion 

tbe programme of work in tbe Legislature permits. We consider that it should 
be accepted as an obligation by tbe Government that opportunities should be 
found during tbe session for tbe presentation of such demands and that, inas- 
much as tbe voting of grants is tbe primar}'- function of the Assemblj’', tbe excuse 
that time is not available ought in no circumstances to be accepted. 

18. Reserve at the disposal of the Finance Department, — Under tbe arrange- (Questic 
ment in force at present, when a new item of expenditure is sanctioned and it is 

not possible to meet it by re-appropriation, funds to cover it are sanctioned 
from tbe small reserve at tbe disposal of the Finance Department and a supple- 
mentary grant is obtained from tbe Legislative Assembly later on. There are 
thus two grants to cover one item of expenditure and one of them has to be 
surrendered. Hitherto tbe practice was to surrender tbe grant sanctioned by 
the Legislative Assembly. Tbe Finance Secretary has now agreed A^dtb the 
Auditor General that tbe correct procedure would be to surrender tbe appro- 
priation from the reserve ; this procedure will accordingly be followed in future. 

We are also informed that tbe real reason for j)roviding a reserve is that, if 
there were no reserve and if in any individual case the expenditure could not be 
met by re-appropriation then a supplementary grant sanctioned by the Assembly 
for meeting that expenditure would cause an excess over the total budget pro- 
vision for expenditure during the year. The reserve provides a margin within 
the limits of which variations are possible without producing an excess over the 
total Budget vote. Tbe Financial Secretary has agreed to discuss this ques- 
tion further with the Auditor General. 

19, Internal chech on Customs Receipts. — We are informed that with a view (Questio 
to improving tbe immediate check on appraisements, a large number of. supe-^^^^"^' 
rior ofScers described as Principal Appraisers have been appointed at Calcutta 
and Bombay from the 1st April 1929 to ensure that every appraisement is 
scrutinised by a superior officer immediately after the original appraisement 
and that the results of . this experiment are being Avatched before introducing 
the scheme in other ports. We are also informed that a scheme drawn up by 
the officer on special duty in the Finance Department to improve the audit 
^checks and costing about Rs. 34 lakhs for all the Departments xmderthe control 
of the Central Board of Revenue is now under the consideration of that 
Department. • We consider that, as a matter of principle, it is desirable that 
•the most effective form of audit should be applied but that the cost must be 
taken into account. In this particular case, we think it right t -at u 'p Finance 
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taye an opportunity to study tlie details of the scheme more 

th J fW ^ recommendation. It is, however, desirable 

tnat Department should arrive at an early decision. 


. Goncessimis to firms. — Li comiection with a case in which the repre- 
important business concern having large business transactions 
^ e Posts and Telegraphs Department had been allowed for some years a 
ee use of the trunk telephone line between two important places as an act of 
cointesy, our predecessors recommended that snch concessions should be given 
in niture only by the Government of India, who should scrutinise the cases 
jealously and communicate their sanctions to audit. This raises the further 
question whether Government have any power to waive revenue which it is 
authorised to levy under a statute. We recommend that the Government of 
India should consider this question and obtain authoritative opinion on the 
legal position. 


21. Inventory of Government property. — ^We are prepared to accept the 
general conclusion arising from the Memorandum on the subject furnished to us 
by the Finance Department and printed as Appendix VI to this Report. 

22. Expenditure relating to Moplah Settlement. — Vifa are informed that, 
although it is not feasible to prepare a complete account of expenditiue in con- 
nection with all the Moplah settlers in the Andaman Islands, it ought neverthe- 
less to be quite possible for the additional expenditure on the 12 villages occupied 

Moplah settlers to be shown separately. As this would cover the bulk of 
snch settlers, we recommend that this should he done, as the cost of tliis settle- 
ment is a matter of considerable public interest. 


63.) 23. Eemedying defects in the machinery for excciding repairs to buildings tt> 

the Posts and Telegraphs Eepariment, — We are informed that the decision to 
transfer the niainteuaiice of tliese buildings to tlio Posts a*nd Telegraphs 
Department was the result of a recommendation of the Public IVorks Re- 
organisation Committee that mere maintenance work should not be one of the 
main functions of tlie Public Works Department. AVc shall he glad to have a 
thorough report next year showing how the new system of making Departnieo -s 
responsible for the inaintenance of their own buildings has worked so far ns t le 
Posts and Telegraphs Department is concerned. 

tionfi 24. Gontrihuiiom to the Posts and Telegraphs Depreciation Fund.—’Ih^ 

Financial Adviser has furnished us wth a Memorandum on this subject, w men 
has been printed as Annexiue I to the proceedings of onr second meeting, ui u 
it has been suggested that, judging from the expenditure liitlicrto 
on renewals and replacements, the present contribution to tlie Depn c ^ _ 
Fund is unduly high. It appears to us tiiat it is incorrect in principle to ^ 

the contribution in anv one year with tlie amount actually spent in • 
year, as the contribution is intended to meet ronenals and rep seen 
at the end of their effective life. Nor can a .seric.s of 
even provide a decisive test. It is also incorrect to con.sidcr the ac . 
of the rule.? regarding depreciation without coii'idcring at the .®ain 



the necuracy of thi> other leases of tfie cominereial settlement, h'or cxiunple^ 
if. ns is possible, the eapitnl on whieh the Dejiavtment is now pnying interest- 
:.s‘ .smaller than what it would be if the whole uiulorlnkintt hiul been com- 
mercialised from the very beginning and ns it will ineren.se ns the old nssebs 
are replaced by new ones, it might not jmren.somibly be argued that, the 
contribtition to the Di-prceiation Fimd now being paid, even if it were on the 
high side, winch is at least dovibtbr, might he taken as a set-off against 
the low amount of intvVost now paid bv the Depart ment on its eapitnl. 
Further, in considering the eommereial position of the undertaking, it 
is not entirely ,>-afe to be guided bv prese!\t results, for. account must bo taken 
of the inev. table fnliire inerease of ex])onrHtm-e dite to the nmnerons 
conce.s'^ions ns reg.ards p.iv and allowances, winch Itavf recently been 
sancticUK'd .tor the staff. It is questionable wbetlnT this inen'.ase will 
he offset by tin* normal grc>wtli of revenue of the Department. A furtiicr 
paint, <d which account nntst be taken, is that, the basis oi\ whi»;h the contri- 
bution to the Depreciation Final h.as iieen fixed may ])ro(lu<!e misleading re- 
Rilts. For, when the life wliich has been assumed for any p.irticuliir asset 
is conqdetod. all contributions to the Dojireciation Fund in resjiect of that 
asset cease although it may actually ciiutimie in use ; and fnrtlier wlien it is 
actually replaced, the expenditure on its replacement will in practically every 
case amount to .several time.s tlie amount availal)lt‘ in the Dejireciatiou Fund. 
As we have nut got sunicient information at present- to deal with the quo.stion 
as a whole/we sugce.st that a small committee be .set U)) to consider how 
far the sy.'^tem of accounting at- present in force really provides a true 
picture of the commercial results of the Department’s worldng, and, as the 
chief part of this enquiry, to invo.stigatc the actual results of the pre.sent 
provision for dejircciation and to coasider in particular its adequacy liaving 
Tcgar<l to replacements which are likely to bo necessary, and to the foundation 
on which the capital account- ns it stands at present has been iniilt up. 

*2.v. Cmlil due io fhc ond Telegraphs Department for raihvag telegraphs 
and rnhnnccmcnt of rent due from canal administrations. — The settlement of' 
these items should be expedited, as the commercial results of the working of the 
Department cannot be ascertained accurately till this and the other outstanding 
questions, regarding adjustments are settled. 

2G. Special Officer's report on the system of preparing budget estimates bg 
Jiaihrags. — We are informed that the reporthas just been received and is under 
the consideration of the Railway Board. We desire' to record, however, that 
it is very regrettable that the presentation of this report, which w'as asked for 
by our predecessors in 1926 and called for ever since, should liave been delajmd 
BO long. We must also note that it is <a somewhat depressing fact that, 
although we areno\v informed that most of the recommendations that 
the special officer has made after three years’ study liave in the 
rneanwhile actually been introduced, nevertlieless it is not possible to 
obBen^e any .substantial improvement. We understand, however, that in 
the case of certain railways some of the recommendations of the special officer 
still remain to be introduced and that this is likely to dead to improvements. 
In view of the long delay that has already occurred, we suggest that such 
action as remains to be taken on tbe report should be expedited, so that the 
improvements may be given effect to in the next budget. 


1.0 


!8.) ^ st/sie7n.-~ As the report required by our predecessors comparins 

t e expenditure on the crew system on the lines where it is in force with the 

passengers travelling without tickets is not yet ready, 
It IS climcmt for us to make anj final recommendations on the subject, and we 
therefore desire to have a full report next year on the above and also on the, 
question of the efficiency with which the system is being applied and adminis- 
tered. We also suggest that the Railway Board should consider whether it 
will not be more appropriate to place the crew system under the control of the 
accounts department instead of under the traffic department. 

^6— company lines. — We are informed by the Auditor General 

that he is not at all satisfied with the present scale of audit on company lines, 
and that his recommendation to introduce on company lines the same sys- 
tem of audit as is now in force on State lines is now imder the consideration 
of the Rinance Department. In view of the serious irregularities which have 
been brought to our notice in the Appropriation Accounts, we consider that the 
system of audit on company lines should be strengthened, the actual details 
being settled by the Finance Department and the Railway Board in consulta- 
tion with the Auditor General. We are very strongly of opinion that the 
decision on the question should be expedited. 


on We find that the explanations given to us by the Railway administration 

in a number of cases are substantially difierent from the facts mentioned in the 
Accountant General’s Report, which indicates a lack of co-operation between 
the Government Examiner and the Company’s auditor. 


In this connection, we note with great appreciation that as an immediate 
sequel to our examination of the Railway Department this year, the Railway 
Board have decided to appoint an officer on special duty to investigate the 
causes of the irregularities to which our attention has been called, and to 
devote particular attention to cases which indicate a lack of proper 
co-operation between the Railway accounts staff and the Government 
Examiners. Although the audit staff must always preserve an independen 
position, there is much to be gained by a mutual spirit of helpfulness on hot 
sides and discrepancies in the evidence as to particular cases such as w’c have 
noted in our recent examination ought to be avoided. The existence of sue 
discrepancies makes it extremely difficult for this Committee to exercise i 
function of conducting an impartial examination into all cases. The .spocia 
enquiry vffiich is now to be conducted wull, it is hoped, point the 
improving the present position in this respect and w'c shall he glad to 
report on the question next year. 


ion 12.) 29. Supply of Administration Keports to members of the PinUc - 

Ccnnniittee . — We accept the suggestion of the Financial Secretar} tha in u 
a list of all the Administration Reports available should be cjrcuin e( 
Members of the Committee simultaneously w.ththc Ap]>i‘opriatiou 1 

the tmderstanding that if any mem her returns the list to the Finance 

ment marking on it such reports as ho requires, the inarlco<I report.! w 


ment marking 
sent to him. 


u 


30. Wc have again devotorl our careful considcruiion to the question ofDiscr 
vrliat proccdun' should ho adopted for the discussion of tlic annual Report?^ ^ 
of the Public Accounts Conunitteo in the Legislative Assembly (of., paragraphs bly. 
11 and IG of Pc})orts for 102o-‘2G and 192G-27, rcs])cctivelv). 

lYc desire at the oiitset to state what we conceive to be the ])osition of 
this Committee in respect of the preparation of its rejjorl and of the procedure 
to be adopted for its discussion in the Assembly. Tiio Public Accounts Com- 
mittee is a body created by statutory mb' and ap])oiuted by the Assembly 
itself, aud its report once made must remain in existence and cannot bo nn- 
made. The question as to the procedtire which slumhi he adopted for tlie 
consideration of the Report in and by the Assembly is a qm'st.iou which must 
ultimately he decided by the Legislative Assembly. We conceive it to be 
our duty, however, to consider the various alternative proposals which have 
been .suggested and we have taken the memorandmu prej)arcd l)y the Finance 
Department (annexed as Appendix V to this report) as a basis for our 
discussion. 

The proposals which have come forward in tlie course of this discussion 
fall imdor three main heads : — 

(а) That on a motion that “ the report be taken into consideration ”, 

there .should be a general discussion on the report as a whole 
analogous to that which takes place at the general discussion 
stage of the budget. 

(б) That in addition, or possibly as an alternative to a motion that 

“ the report he taken into consideration ”, there should be 
afforded to tlic Assembly an opportunity to discuss, on 
definite resolutions moved, .special topics referred to, or 
recommendations made, in the report. 

, (c) That after the motion that ‘'the report be taken into consideration ”, 

there should he a further motion that “ the report be adopted ”, 
and that it should be open to the Assembly to discuss the vote 
upon amendments moved to the report. 

We have in the first place given our very careful considei-ation to the 
course outlined in (c), which, according to the report of the last conference of 
the Presidents and Deputy Presidents of Provincial Legislative Councils, was 
the line of procedure favoured by that conference. We must of course attach 
considerable weight to such a recommendation but, nevertheless, wo venture 
to express the view that there are serious objections to this course if it follows 
the exact form suggested above. It seems to us that it would in practice 
mean that the Legislative Assembly must commit itself either to accepting or 
rejecting en masse every one of the recommendations made in a long report 
embodying opinions and recommendations on perhaps a lnmdred points cf 
varying nature, or that the Legislative Assembly should have power to amen.i 
the report, in which case it would cease to be the report of the Public Acc-c---— 
Committee. 

.As to the. latter, alternative, we think tliat tJje fumtion wliich tke 
lative Assembly would wish and indeed o?jght to cxei-cise is that cf v-Ylr-f 
attention of the Executive Government to th" rnntters ar:s;:'g cr rsir 
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report to wMch it attaches special importance, and to the action which it 
considers ought to he taken on the Committee’s recommendations, rather 
than that of making actual amendments in the text of the report, which, as 
indicated above, when once made, must remain in existence and cannot be 
unmade. It must of course be open to the Legislative Assembly to criticise 
the recommendations of the Committee, but for this purpose it is not neces- 
sary that amendments should be moved to the report' itself, nor does it seem 
to us that such action would be appropriate. 

Lor these reasons we have felt that the choice should lie rather between 
courses (a) and (6). 

There is much to be said on both sides. It must be remembered in the 
first place that the time available for discussion will inemtably be limited 
(probably to one day), and the question of practical importance is how this 
limited time can be employed to the best advantage. On the one hand, 
it may be argued that a general discussion would probably make it possible 
to cover more gromid and bring to light practically all the points to which the 
Members of the Assembly attach importance ; while on the other hand, it may 
be said that a discussion focussed on certain specific recommendations would 
be more efiective, particularly if this took the form of debate on definite 
resolutions on which members could express their opinion by voting. 

The opinion of our Committee on the choice between these two alter- 
natives has been divided; but we are all agreed that it is desirable to avoid 
fixing any procedure without ascertaining the views of the Assembly. We v 
further consider that whatever form of procedirre may be adopted at the 
outset it should not be regarded , as rigid and unalterable, but rather as experi- 
mental, so that it can be r^aried in the light of practical experience. 

Subject to these reservations we put forward the following proposal, 
viz., that as a practical step it would be best at the outset to establish 
a convention analogous to that which is observed in settling the order of 
priority for the discussion of Demands for Grants during the consider- 
ation of the Budget. We think it might be possible for each party to 
consider the procedure which they Avish to have adopted as a matter 
for special decision amiually in connection with each individual report. 

If, for example, the general view in connection with a particular year’s report 
is that it contains recommendations which deserve special and individual 
discussion, the procedure contained in alternative {b) could be adopted for the 
year, and the choice of the subjects taken and the order of priority as between 
them could be settled in the same way as is done in the case of Demands for 
Grants. On the other hand, if, as is quite possible, on another occasion the 
balance of opinion is in favour of no more than a general discussion, the procedure 
provided for in alternative (o) would suffice. We think indeed that the form 
of the discussion Avhich is desirable is likely to vary according to the jiature of 
each report, but, in any case, if the recommendation which Ave 1 aye made 
abo\m is accepted, it Avill proAude an elastic method of procedure AA'hich, after 
a few years, is likely to crj^stallise into a regular and accepted form Avhich has 
been proA^ed by experience to be appropriate to actual requirements, 

AVe belieA-e that this procedure would secure substantially the same object 
as that aimed at by those avIio have advocated alternative (c). Wc Avisli to 
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record, however, that we have also considered a further suggestion which ap- 
proximates more closely in form to that alternative, and which, if a suitable 
wmrldng convention could be established, might be adopted without involving 
the objections to which we have called attention above. We think, therefore, that 
this further proposal should also be considered by the Legislative Assembly. 
This further proposal is that the report might be treated on the lines on which the 
Kin g’s Speech is dealt with in the House of Commons. The motion for the 
Address to the King is not touched, but the criticism or suggestion as to Gov- 
ernment policy is always added as an addendum thus ; “ but this House re- 
grets that His Majesty’s Ministers have not (or urges that steps be 

taken, etc )”. The motion in the case of the Public Accounts Com- 

mittee report might be “ That this House adopts the report of the Public 
Accmmts Committee (and recommends to the Governor General in Council 
to give efiect to its proposals) in particular to the following (or with the follow- 
ing modifications), (or conveys to the Governor General in Council its regret 

that )”. If this procedure is followed, the objections to which we called 

attention above in discussing alternative (c) would not arise, provided that it 
is established as a regular working convention that the “ adoption ” of the report 
, is automatic, and that the recommendations made by the Assembly take the 
form of an addendum. In fact, subject to this convention, the procedure 
would not differ very materially from the other suggestion which we have made, 
and we suggest that it could be worked on the same plan so far as concerns the 
settling of the special points which would be selected each year for considera- 
tion. 

m. — Comments on general matters arising out of the present Report. 

.31. Our predecessors last 3 '-ear agreed with the Auditor General that, asNe 
experience has shown in England, it is not possible to frame any rigid rule for 
the interpretation of the term “New Service ”, but that the application of the(Q« 
term to concrete cases can best be governed by the evolution of a body of^Sl 
case law. In order to help the future committees to evolve such a body of case 
law, we suggest that the Auditor General should in future years furnish a 
Memorandum to the Committee giving a collection of all doubtful cases with 
full details. This year we have had to deal with the specific cases mentioned 
in paragraphs 31—36. 

32. Erection of a boiler and an electric generating plant at the GJiazipur (Qu 
Opium Factory. — As it was explained to us that this was only a replacement^^® 
and not even a new instrument of service, we agree that this need not be treat- 
ed as a “ New Service”. 

33. - Expenditure of Rs. d, 35, 7 85 on the conversion of the R.I.M.S. “ Dufferin ” (Qu 
into a training ship against a budget provision of Rs. 1,40,973. — As the intention 
from the beginning was to acquire the ship and refit it as a , training ship, 
we consider that this is a case of defective budgeting rather than one of under- 
taking a “ New Service ”. 

34. Purchase of the Anand Creamery at a cost, of Rs. 60,000 . — It has been (Qu 

argued on two grounds that this should not be treated, as a “ New Service ” ; STl, 
first, that as funds were voted by the Assembly for running the Creamery in 
1926-26 and 1926-27, no further playment in connection therevrith need be 
regarded as a “ New Service ” ; secondly, that if had - • - ' \pver 
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by one Departoent from another, the Creamery having been purchased by the 
Agncultural Department from the Army Department. As regards the second 
argument, though theoretically the whole budget (including both voted and 
non-voted grants) should be considered as a single unit so that an item pro- 
vided under the vote for.one Department need not on strict technical grounds 
be treated as a “ New Service ” when it is transferred to another Department; 
nevertheless, if the transfer is (as in the present case) from a non-voted to a 
voted Departmental grant, this circumstance does in practice import a new 
factor which, in fairness to the Legislative Assembly, ought to be taken into 
account. Moreover, although the transfer of cash was only from one Depart- 
ment to another, it did in fact put the Department receiving the payment 
into the possession of funds provided for in another budget, which funds, as 
a result of the transfer, mi ght have been disposed of on a non-voted service 
without reference to the Legislature. Turm'ng to the first argument, the Stand- 
ing Finance Committee and the Legislative Assembly had only approved 
expenditure for running the Creamery, and not for its purchase ; the practical 
result is that while under the arrangement originally contemplated by the 
Standing Finance Committee and the Legislative Assembly, the Government 
could have terminated it at any time without loss except the loss incurred 
on the working during the period approved by them, now that the Creamery 
has been, purchased, it is necessary to consider not only the Avorking loss but 
also the possibility of a loss on disposal of the undertaking. We therefore 
consider on ' both the grounds that this item should be treated as a “ New 
Service”. 

35. Installation of an electrolytic silver refinery at the Bombay Mint . — 
We are informed that prior to the installation of this refinery, the only means 
of refining silver at the Mint was by cupelling hirnaces which were mainly 
used for refining silver recovered from drosses and Avere quite xinsuitable for 
refining large quantities of fairly high touch silver as the losses would be exces- 
sive and the cost high and the quahty of refined sih.^er would not be good. 
The new refinery not only refines Government silver but also undertakes work for 
the bulhon merchants and the public. The installation is therefore not a replace- 
ment but represents a new manufacturing unit and imphes a definite policy on the 
part of the Government. There is thus a double reason for regarding this as a 
“ New Service ”. Not only was the plant a ncAV plant and not an extension of 
the existing plant, but the installation of this new plant involved the adoption 
of a new pohcy on the part of the GoAmrnment. AVe consider, this latter feature 
to be an important determining facW when considering whether any particular 
expenditure amounts to a “ New Service ”. AVe therefore agree Avith the Audi- 
tor General that this ought to haA^e been treated as a “ New Service ”. 

36. Re-armament of the Quetta-Peshin Police. — ^AA^e are informed that funds 
for this purpose were voted by the Assembly in 1926-27 and that the stores were 
actually supplied in that year, but OAving to some delay the debit A\’as raised 
by the Military Department in the following year. AA^e are of opinion that an 
item for AA’hich money had been voted by the Legislature in a prcAnous year 
should not be treated as a “ New Service ” merely because the e.xpenditure Aras 
incurred in another year. 

37. Construction of new Railway lines. — AA*e are glad to note that there is 
no difierence of opinion between us and the Rail\A’ny Board that a ncAv 
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construction sliould be regarded as a “ New Service ” and that a supplementary 
grant ought normally in every case to be applied for. The Financial Commission- 
er, however, has represented to ns that in some cases it may be legitimate and 
desirable for the Railway Board to start a new construction without actually 
obtaining a supplementary grant from the Assembly provided always that the 
Standing Finance Committee for Railways has approved of the construction. 

The point made by the Financial Commissioner was that sometimes, owing to 
special unforeseen circumstances, it may be found impossible to start work on a 
particular project included in the budget, but that there may be another pro- 
ject equally desirable on Avhich work could be begun immediate!}’’, and that if 
the latter project could not be started till the vote of the Assembly is obtained, 
a whole working season might be lost and a substantial part of the construction 
staff left idle. The main question involved is what latitude is to be allowed to 
the executive t o start a new service with the approval of the Standing Finance 
Committee in anticipation of the approval of the Legislature. We consider 
that whatever latitude is allowed, the executive should not be allowed to 
substitute for a jnoject a])proved by the Legislature another project the full 
cost of which will be considerably more, although in the particular year in 
which it is started the expenditure might not exceed the amount already pro- 
vided for in the budget. We also urge that in all such cases of substituting 
one project for another, the control of the Finance Member should be rigidly 
exercised. 

Further, when alternative projects are under consideration, particulars of 
all of these might be given to the Legislative Assembly when the Railway budget 
is presented, and it might be possible by adding token votes to get approval in 
advance from the Assembly for power to select one out of the various projects 
ihentioned. We think that the procedure for this purpose ought to be 
carefully considered and then formulated in definite terms. 

38. In the course of our discussions a question was raised whether in (Quest 
the case of construction of quarters and other amenities for government servants 

the money limit for determining whether the expenditure relates to a 
“ new service ”, should not be lower than in other cases. We could not however 
pursue the point as sufficient information was not. available about the parti- 
cular item of expenditure on which the question was raised. We hope that the 
report to be furnished by the Auditor (general in future years {vide paragraph 
31 ante) will enable succeeding committees to deal with the qrestioi!- 

39. We also suggest that in future the Standing Finr^ee Committee- and vrs— 
also the Standing Finance Committee for Railways, when sehe-’i to aT>pror^ 

any scheme placed before them, should consider, in the Hzht ce the case law zn- 
mulgated by this Committee, whether the scheme conrrrtrte; a “ Xew ' 

In order to enable that Committee to perform this I/er srtxitrrr ' ; 

the Government of India responsible for presentinz the cemnc'; to thrr 
mittee should call attention to aU the relevant fecrs srcoor 

-40. The Auditor General has sug^erroh zzd ~=i h '■ 

that the amount of a supplementarv shrzif hs 
various sub-heads and demand units 'has or •‘h' -"in 
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^ tie report of the Accountant General, Posts and 
Telegraphs, the Auditor^ General has raised the important point whether 
je-appropriations should be made in the com'se of the year as soon as necessity 
for the exp^diture is foreseen or whether lump sum re-appropriations made at 
the end of the year would suffice. We consider that in order to enable the de- 
partmental officers to watch the progress of expenditure with the help of the 
accounts officers,.itis,necessary that re-appropriations should be sanctioned as 
soon as necessity for' additional expenditure is foreseen. 


1 _ 4^. In the course of our discussions a few cases were brought to our notice 

in which there was a great disparity between the charges levied for telegrams 
and those levied for the use of trunh telephone lines. In view of the increasing 
competition between the telegraphs and telephones, we suggest that the Govern- 
ment shonld consider whether the relative rates of the two should not he 
revised so as to secure the best possible economic results. 


43. The Chief Controller of Stores in evidence before us stated that until 
the Government departments placed a larger share of their orders through the 
Indian Stores Department, that department cannot be self-supporting ; and t 
that while several departments and especially the Army would be of great im- 
portance, the really decisive factor in th^ situation must always be the Kailways. 
He said in fact that without the bulk of the Eailway business, the department 
could not become self-supporting. In view of these statements we thinlc that the 
time has come for the Government to adopt a definite and decisive policy in rela- 
tion to the Indian Stores Department. We wish therefore to record a recommen- 
dation that if the Government are satisfied that the department is so organised 
that it is capable of purchasing stores with efficiency (as regards testing quality, 
etc.), and economy, on a standard comparable to that attained by the depart- 
ments when purchasing on their own account, then the Government should issue 
orders that all stores (other than stores of a special technical nature) required 
by any Government Department should in future be purchased through the 
Indian Stores Department ; and that if the Government are not so satisfied then 
they should appoint a committee of the Legislative Assembly to enquire into 
the present position and working of the Indian Stores Department. We are 
prepared to recognise that there may be reasons against the immediate universal 
application of orders such as are envisaged in the first part of oiir recommenda- 
tion stated above, and that time may be required for tlic development of the 
Stores Department in certain directions, but this admission is not inconsistent 
with a declaTatiou.of policy by the Government such as we have recommended. 
Moreover, if the Government were to adopt a definite policy, the development 
of the Department might be greatly accelerated. We received, for example, a 
very valuable suggestion from the Chief Commissioner of Railways in this matter. 

He informed us that, except: for certain big items the purcliasc of 
which has been centralised with the Railway Board, fhe Railways 
were prepared to effect purchases through the Indian Stores Depart- 
ment in every case where it was to their advantage to do ^*^7“ 
subject always to the reservation that they could not hand over to any outside 
agency their responsibilities regarding rolling stock — an exception which wc 
accept as coming imder the heading of special technical stores. The CIucx 
Commissioner went on to say that a year ago the Eailway Board had agreed 
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to purchase through the Indian Stores Department a number of additional 
items of stores and that he would be prepared to consider at intervals of 
six months or a year further additions to the list. The criterion he would 
apply would be that it must be to the advantage of the Railways to do so, 
and if there was any doubt about the advantage to be obtained, in regard to 
certain items, he would suggest that for a year or two the Railways should 
purchase half the quantity of such stores departmentally and half through 
the Indian Stores Department. He hoped that he would thus obtain a reli- 
able test of the practical efficiency of the latter. If such a practice is applied ‘ 
on a sufficiently large scale and with a genuine and whole-hearted desire to 
assist the development of the Indian Stores Department, not onty by the 
Railways but by all other Government departments, it might be 
reasonable to defer further orders until this practical experiment had 
been completed. But we maintain that the Government should definitely 
announce their policy to this efiect. We further wish to emphasise that, in 
considering whether the Indian Stores Department operates economically, all 
the factors which afiect the Government of India as a whole should be taken 
into account. For example, while it may happen that the Arm}'’ Department 
purchasing oil on their own account could get oil cheaper than if they were to 
buy it through the Indian Stores Department, after allowing for the addition 
of the 2 per cent, commission which the latter charges, nevertheless the financial 
results to the Government of India as a whole might be better if the purchases 
were made through the latter Department. 

44. Profit and loss accounts and balance sheets of commercial undertakings Coni 
are at present incorporated in the Appropriation Accounts, but owing to the 
form in which the accounts are presented, and to the fact that in all cases we taki 
are dealing with accounts which are two years old, we can carry out no useful or (Ques 
practical review of the commercial results and efficiency. As it is very material 

to our task to be able to form an opinion on these points, we recommend that 
in the case of commercial undertakings, including the Railways, there should 
be an annexe to the Appropriation Accounts reviewing the general results of 
the working of the undertakings on the basis of the latest figures available and 
giving a general account of the business, containing the sort of information 
which is given in the annual report of a commercial company and in the speech 
made by the chairman of a public company to the shareholders at the annual 
meeting. Such reports would in any case be of general interest to the public. 

45. The Accountant General, Railways, has brought to oirr notice a case in S)ep 
which a Railway suffered some loss by the departmental manufacture of brieks. 
Although we realise that in commercial undertakings mistakes lil-re this in calcul-ture 
ating probable savings by departmental manufacture are liable to occur, and al-(Ques 
though the loss in the particular case was of a relativel}’’ small amount, nevertheless 

an important lesson can be learnt from the incident under review, viz., that 
v.hen Railways desire to undertake a manufacturing busine.ss of this kind, which, 
is outside their ordinary business, special care should be devoted to checking 
the estimates. As there is some danger of the Railway undertakings in India 
growing to an unmanageable size, any tendency to expand outside their own 
special task, should be checked. Such expansion is justifiable only if conditions 
are such that a particular article required by the Railways cannot be obtafne^i 
on any sort of reasonable terms unless they manufacture it themselves : 
HGlCPBFinD 
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the mere prospect of making an ordinary commercial profit should be no induce- 

r moveoyev be romem- 

bcicd thai. it is difficult enough to pronde adequate capital for meeting the 
ncGcts of ncl.iial railways, witlioiifc locking up money in side shows, ^ 


-I Pi'^'sent the Eaihvay budget is presented in the Assembly by the 

Kaihvay Member. Under the Indian Legislative Buies, however, the Bud<^et 
has to bo presented by the Finance Member, and we are informed that tlie deft- 
nition of the term ' Finance Member ’ as given in Bnle 2 of the India nLeffislativo 
Buies permits the Governor General to appoint any Member of the Assembly 
other than the regular Finance Member for a special purpose to exercise the 
functions prescribed by the rules for the I'inance Member. AFe des're to 
recommend that when ihe Goi'ernor General exercises this power of appointing 
nnj’' Member as the Finance Member for tlie purpose of any particular rule in 
the Indian Legislative B.ules, the order of such appiointment should he laid on 
the tabic of the House. AFe also suggest that the Eailw.ay Board should 
obtain the opinion of the Legislative Department as to the interpretation of 
the definition referred to above. 


47. A question of great importance which lias been raised on sever.il 
occasions at our meetings is whether the existing convention, as regards E ail way 
Finance was intended to oxclude. the Public Accounts Committee from being 
consulted or giving adiice about the form of the Demands for Eailwa v Grants. 


Eulc 44 (3) of the Indian Legislative Eulos lays down that the Budget 
shall be jirescntcd in such a form as the Finance Member niai'' consider best 
fitted for its consideration by the xVssembly ; and it would be in accordance 
ivith English constitutional theory and practice that in deciding such matters 
the Finance Silcmher, if he desired advice or suggestion from outside the 
Finance Department, should consult the Public Accounts Committee rather 
'than any other body connected with the Legislature. On the other laind, 
under the Eesolution regarding the separation of Eailw.iy from General 
finances adopted by the Legislative Assembly on the 20th September. 192i, 
the form which the Eailwa v Budget shall take after the separation, the details 
it shall give and the number of demands for grants into wliich the total vote 
shall be divided lias to be considered by the Haihcn^ Board ni mta 

the Standing Finance Committee for Faiimags. AA^iile this Ee-solution clearly 
gii'os to tlie Standing Finance Committee for Eailways a definite (nnction in 
the inavtcr. there is no evidenee to .show that the Legisl.itiv*' Ass-nnoly. in 
adojiting this projiosition, took into consideration the turlher implication of 
an intention altogether to exclude the form of Eailway accounts iriun the 
purview of the Public Accounts Conumttco. Iii any case, it appears to us that 
the decision, however strictly in ter jireted, does not necessarily moan that the 
constitnlional poNvers of the Finance Jlcmbcr and his right to act, if .so desired, 
in consultation ndth the Pnhhc Accounts Cononittcc^ are abrogated, and wc 
submit, that- it would require very definite and explicit decisions based on duo 
constitutional nntliority to abrogate such powers .ami riglits. AAe thmeforo 
record tiie view tbat even now, that is to say, witbont any further afnrniatiou 
from the Logislafivo Assembly being required, the ])osuion is that all ^'hanges 
in the form of Demands for Eailway Grants initiated by the Eailway hmni 
in consultation with the tetancling Finance Committee for Railways may be 
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subject to further consideration b}' the Finance Member who, before arriving 
at a final decision, will be entitled to consult tlie Public Accounts Committee. 

In expressing this ^dew, we do not at all wish to suggest trenching on the powers 
or limiting the scope of the Standing Finance Committee for Railways. The 
main worlc will still be their.^, and normally, in view of the Assembly Resolution 
and the convention thereby adopted, the initiation and preliminary considera- 
tion of all proposals for changes in the form of Railway Accounts will rest with 
them. On the other hand, it may on occasions liappen that tlie Public Accounts 
Committee, while examining the Appropriation Accounts of the Railways, 
may consider that some change is required in the form of the Demands for 
Railway Grants.=^= In such a case it would be proper for the Finance Member, 
in deference to the arrangcriient authorised by the Legislative Assembly in 
1924, to ask that the Standing Finance Committee for Railways should con- 
sider the suggestions oi the Public Accounts Conuuittee, leaxiug himself the 
liberty thereafter if he thouglit it necessary, to make a fm’ther reference to the 
Public Accounts Committee before ho canic to his own final conclusion. 

We believe that in practice the interpretalion of the jiosition which we 
have set out above will provide a satisfactory working arrangement which 
will be the best in the public interest and will ensure that both the Standing 
Finance Committee for Railways and the Public Accounts Committee can 
render to the Government the very valuable services of which they are capable. 

48. An estimate amoimting to Rs. 2,27,645 was prepared by the Director 
of the Royal Indian Marine for the conversion of the ‘‘ Dufi’erin ’’ as a training 
ship. The appropriation in the budget for 1927-28 lor this work was , 592 - 
Rs. l,40,973t The actual cost of the conversion amounted, however, to 846. 
Rs. 3,56,373, i.e., an excess of Rs. 1,28,728 or 56-5 per cent, over the estimate, 
and of Rs. 2,94,812 over the appropriation. The reasons for the excess as 
given in paragraph 6 of Appendix XIIT may be valid, but we must call atten- 
tion to a very unsatisfactory feature in this case, namely, that the expenditure 
was actually incurred by the Marine Department in 1927-28 without their 
giving any intimation of the fact to the Commerce Department. The first 
notice that the Commerce Department received was in February 1928 through 

a proof cop 3 '’ of the Demands for Grants for the }’^ear 1928-29 sent to them by the 
Finance Department. This case clearly proves that it is necessary tha'*' when 
one Department o: Government emplo)''s another to do work for it, there ought 
to be a proper business arrangement made in order to insure that the Depart- 
ment rmdextaldng the work does not exceed the estimate unthout the authority 

of the emplo^dng Department. W e also suggest that the Auditor G eneral should 
investigate what precise procedure could be adopted in a case like this to keep 
the Department responsible for providing the funds informed of the progress 
of expenditure on the work. 

49. A case was brought to oirr notice in which an officer was placed onOffic 
special dutj?^ for work which was estimated in the first place to last only six^P®* 

* A case actually occurred which avc quote as an illustration. The Public Accounts Com- C 

mittee of 1926-27 and 1927-28 urs;ed that the Railway Demands for Grants, as presented to the 
Assembly at t'-.c time of the Budget, should conform to the form of accounts presented before the 
Public Accounts Committee - the latter shewing under each Grant expenses charged to respective 
Railways. The Pinancial Commissioner of Railways accepted this sugge.stion and the demands 
of 1928-29 were presented accordingly. 
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months but actually contmued to eighteen months. We consider that it should 
be possible m the ease of temporary employment of an officer , on special duty 
to frame a more accurate estimate of the period required for the special 


IV. Comments on matters relating to particular departmenfe arising out of the 

present Report, etc. 

Report of the Accountant General, Central Revenues. 

Grant 18 — SaU. 

50. We desire to record that an examination of the accounts of the hffir- 
them India Salt Revenue Department for 1927-28 reinforces the recommenda- 
tion made by our predecessors in paragraph 18 of their report of last year. 
We reserve further recommendations until we have had an opportunity of 
examining the special full report on the couunercial results whicb will be 
placed before the Committee next year. 

51 . We understand that at present no commercial system of accounts 
is maintained for the Government salt producing sources in Bombay, Madras 
and Burma. We are of opinion that the commercial system of accounts should 
be introduced in all Government salt producing undertakings. 

Grant 47 — Meteorology, 

52. We desire to have a report next year analysing the services which are 
rendered by the Meteorological Department to the Royal Air Force and the 
reciprocal services rendered by the latter in the study of Meteorology, new 
routes for civil aviation or otherwise. The report should mention specifically 
those activities which the Department would not have undertaken but fortho 
Royal Air Force. While asking for this report we recognise that meticulous 
accuracy as regards claims and counter claims during the present experimental 
period is neither practicable nor desirable. 

Grant 49 — Botanical Survey. 

53. In considering the position as regards the large stocks of quinine held 
by the Government and the policy to be adopted by the Government as regards 
the production of quinine, it has been suggested to us, first, that the supply 
and consumption of quinine in the malarial districts of India may not have 
been developed on a scale desirable having regard to the well-being of the people, 
secondly, that spurious qmuine is being sold in suhsbantial quantities. Fur- 
ther, from our own examination of the position, we have formed the conclusion 
■first, that having regard not only to their own financial interests but also to 
the proper development of medical benefits for the people, it is desirable that 
the Government of India .should formulate a definite policy as regards the pro- 
duction and distribution of quinine, .secondly, that as no such policy can lie 
effectively introduced without some action for encouraging the con.sumplion 
of quinine, and as this latter side of the matter lies in tlie Imnd.s oi t he Iro- 
vincial Governments, the Central Government cannot initiate any effective 
and businesslike policy without tlie co-operation of the Provincial Government. 

We therefore recommend that the Government of India should invc.stigatc this 
whole question, in consultation with Provincial Governments, wifhont delate 
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Grant 00 — Imlian Storc!^ Department. 

51. Wo. find lliai. iho iigurc:? of net- loss in the working of t,l\c Indian Stores 
Departnioiit, as given in the Administration Report, dilti-r considerably from the' 
figures in the A]')wo]wiation Accounts. A memorandum has been circulated to 
VIS i\v the Audit Oilicer, Indian Stores 3Jc]iartnu:nt, ex]daining the difTcrcnces 
(Ap])endix Xll). Wo desire to record that in fut.uro the two sets of figures 
ahould be j^repared on tlie .*^ame lines or at least on a reconcilable basis. 

G rant 73 — lOfitnih. 

55. We suggest, that tlu! Finance Department should consider whether, in (Que 
the case of the non-voted refunds, wliich vcjirestmt inevitable items of expendi- 
turo, tliere should be no time limit for tlie acceptance and .sanctioning of re- 
appropriations attd additional ajijuoprinlious, ])rovided, of cour.se, that the 
orders are actually jiasscd within the financial year. 

Grant 70 — Delhi. 

50. We are informed that at present the Chief Commi.ssioncr is solely and (Que 
entirely re.sponsible for the preparation of th‘ initial local c.stimates 
of all fluctuating charge.s in Iti.s budget and d(H's not obtain any 
assistance or advice on the subject from liis Pay and Accounts Officer. It 
appears to u.s that the special knowledge and ex]ioricnce of the Pay and Ac- 
counts Officer would b(',of the great c.at value to the Chief Commi.s.sionor and that 
without the aid of these the Chief Commissioner Cf>n hardly be expected to frame 
really accurate bndget.s. ^^'e .snggc.st therefore that the Finance Department 
should enrjuire into the possibility of im])roviug the prc.sent procedure for the 
preparation of budgets in areas lilcc L'clln wlicrc there i.s a separate Pay and 
Accounts Officer. 

57. We were informed that the expenditure shown under the head ‘ Agri-fQue 
culture ’ under thi.s grmit rclate.s to the maintenance of gardens in tlic Delhi city 
and not to the inijjrovemcnl. of agriculture in niral areas. Wc suggest that this 
should be made clear in future Demands for Grants and Appropriation 
Accounts, if possible, by tlie c.xliibition of the expenditure under the sub-head 
‘ Horticulture ’. 


Grant 78 — Andamoii and Nicobar Islands. 

58. We suggest that when considering tlie preparation of accounts of the (Ques 
dairy farm and the slaughter house on a commercial basis, the A\iditor General 
should consider whether any portion of the loss on the working of these under- 
takings can properly be charged against Army estimates. 

Grants 82 and 83 — Expenditure in England under the control of the Secretary of 

State and the High Commissioner. 

69. We recommend that the persistent over-budgeting under these tvvo 
grants should be brought to the special notice of the Secretary of State and the 
High Commissioner, 
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M'port of tie Accountant General, Posts and Telegraphs. 

60. Paragraph 33 of the Report:~We consider that the fraud referred to in 
tins paragraph should be taken as an occasion to issue circular instruction^ 
drawing attention to the rules requiring the verification of signatures. 

Report of the Accountant General, Railways. 

61. Paragraph 2 of the Annexure.~We suggest that a further enquiry 
should be made regarding this case to fix the responsibility for the loss of mea- 
surement sheets. We are also of opinion that an entry should be made in the 
record^ of service of the Assistant Engineer concerned, though we recognise 
that his good conduct since then will naturally diminish the efiect of such an 
entry. 

62. Paragraph 6 ibid . — We desire that legal opinion should be obtained 
svhether criminal proceedings could have been taken in this case. 

63. Paragraph 9 ibid . — We are not quite satisfied with the explanation 
^iven and we endorse the suggestion of the financial Secretary that the Eail- 
tvay Board should study the elaborate set of rules drawn up by the Army De- 
partment regulating the acquisition, custody and relinquishment of State lands 
ind buildings by Mlitary authorities, and consider whether similar rules 
jould not be introduced for the Eailwa 3 ^s. 

64. Paragraph 12 ibid . — We are glad to be assured that, since the scpara- 
jion of Railway Finance, considerations of the budgetary position of the Govern- 
tnent o.f India have not been allovredto govern allocation of expenditure between 
sapital and revenue. As regards the relative responsi])iiity of the Railway 
Board and the Government Examiner for the allocation of the expenditure 
between capital and revenue, we think that at the time of the preparation of the 
budget estimates, the Railway Board should make an attempt to bring up-to- 
iate the allocation between capital and revenue, but that the responsibility 
[or checldng the actual allocation wdien the expenditure is actually ijicurrcd 
should lie on the Government Examiner, to whom all the material necessary 
tor making a correct allocation must be made available. 

6.5. Paragraph 13 ibid . — As the explanation furnished by the Idanagor is 
lot quite satisfactory the attention of the Manager should again be invited iolhc 
Accountant Gencrars remarks and a more instructive report should he 
urnished to the Committee next j’^ear. 

66. Paragraphs 11 and 93 of the Report . — We are informed that though, ac* 
jording to the Government of India Bcsolution regarding the construction of un- 
•emunerative lines on the guarantee of a local Government or other local body, the 
ictual loss in the working of such lines ought to be borne by the local Government 
)r other local body, in practice it is generally necessary to limit the liability of these 
Jodies to a definite maximum figure of loss based on such estimates as the Rail- 
vay Board can frame. AYe understand that in cases of tliis kind it lias not been 
he practice to prepare detailed estimates of capital expenditure before arriving 
it an agreement with the local body, as the cost of preparing such csi imatCvS 
vould bo wasted if such body were .subsequently to decline the. terms olTcrcd fo 
it. W^e recommend that before entering into any such agreement vdt.h a local 
Government or other local body, especially in case.s involving difiicuU 
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construction, detailed estimates should be prepared on the understanding 
that if the local Government or the. local body did not' accept the teribs 
offered by the Hailway Board, the cost of preparing such detailed estimates 
would have to be borne by the local Government or the local body 
concerned. 

As regards the Kangra Valley Railway, we refrain from detailed comment 
first, because it is acknowledged that the case was exceptional and that the 
procedure followed in that case ought certainly not to be repeated and, 
secondly, because the matter is now under investigation by the Railway 
Board. 

67. Paragraph 12 ibid . — We are very much concerned to hear^Q^e 
from the Controller of Railway Accoimts that the state of affairs regarding 770 .] 
Stores Accounts on the East Indian Railway is a very bad one and that it has 
been so for a long time. We hope a radical alteration of the present procedure 
and the introduction of machines proposed by the Controller will enable him to 
evolve order out of the present chaos. We shall be glad to have a report on the 
situation next year. 

68. Paragraph 3Q ibid . — We are informed that the difference in the figures (Quei 
of capital at charge as given in the Administration Report and those given in 776.) 
1 he Appropriation Accounts is due to the difference in the rate of exchange at 
which sterling figures have been converted into rupees. W e understand that 
certain proposals of the Auditor General in this connection are still under the 
consideration of the Railway Board and we recommend that in future an 
attempt should be made to present the two sets of figures on a uniform basis. 

69. Paragraphs 38 to 40 ibid. — Wq recommend that the Railway Board (Ques 
should follow a definite policy of adjusting rates on Company -managed lines 

to rates on State lines, unless in any special case there are definite economic 
reasons against such a course. 

70. Paragraph 45 ibid. — Our attention has been called to the fact that the (Ques 
increase in expenditure on fuel on the Bengal Nagpur Railway is not due to 7^2.) 
increased consumption but to higher cost of coal. As there was no general 
rise in coal prices throughout India, this higher cost has been explained to us 

as being the result of the fact that the coal (which is supplied from 1 he com- 
pany’s own collieries) consumed in 1927-28 was taken from collieries at a 
greater distance, the increa'e therefore being due to higher freight charges. 

This seems to indicate that the prices of coal charged to the railways are de- 
pendent on the cost of production and delivery rather than on the fair market 
price of the coal. "We think that the collieries of the company should be treated 
as an independent commercial undertaking and that the price charged to the 
Railways should be a competitive commercial price. This means that a .system 
of proper commercial accoimts should be introduced on all collieries worked 
by Railways and that the loss or profit in working such collieries should be 
shown separately. 

71 . Paragraphs 103 and 104 ibid . — See paragraph 28 a^ite. 

72. We concur in the conclusions and recommendations {vide Appendix 
NX) of the Sub-Committee appointed by us to investigate such of the items in 
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the Eeport of tlie Accountant Greneral, Railways, as were not dealt with in 
1 detail by the nia:n Committee. 

As regards the sub-paragraph to paragraph 8 of the Eeport of the Sub- 
committee we are satisfied that the points raised by us have for the present 
been adequately dealt with in the letter addressed by the Railway Board 
to the Agent, B. N. Railway, but we desire to have a full report next year, on 
the action taken as a result of this letter. ’ 

Repaii of the Military Accounts Committee. 

73. We cordially approve of the change made in the current year in the 
constitution of the SliJitary Accounts committee, namely, the substitution 
of the Controller of Civil Accounts as a member of the Committee in the place 
of the Army Secretary. We also record our appreciation of the efficient and 
thorough manner in which the hlibtary Accoimts Committee has dealt with 
the Appropriation Accoimts. We concur in the conclusions and recommenda- 
tions of that Committee. 

74. We desire to receive a memorandum from the Army Department on 
their policy as regards purchases of stores through the Indian Stores Depart- 
ment and whether the Army could increase their purchases through that 
Department. 

75. We consider that the result of tbe examination of the Financial 
Adviser mentioned in paragraph 54 of the Blilitary Accounts Committee’s 
report should be communicated to us. 

Miscellaneous observations. 

76. In the course of our examination this year we have noticed one or two 
cases where, owing to oversight, there has been a fa lure to take action on some 
of the recommendations of our predecessors. In order to avoid such delays 
in future, we recommend that as soon as the report of this Committee ajjpcars, 
the Finance Department should prepare ists enumerating the points and recom- 
mendations, including those in the proceedings attached to the Report, which 
concern each Department and circulate them to the Departments concerned 
for immediate action. The Departments concerned should then report by a 
fixed date what action they have taken as regards each item and further render 
suppAmentar^^ returns at regular periods until all the recommendations have 
been disposed o to the satisfaction of the Finance Department. 

77. We have to note that in some cases the rejjrcsentatives of the depart' 
ments, who appeared before us, have not always been able to answer our ques- 
tions with full responsibility. We vush to emphasise our v ew that the 
officer responsible for the control of any department must always include the 
control of expenditure and accounts as an important part of his own dsrect 
respons’b lity and should be ready, if necessary, to appear before the Public 
Accounts Committee. 

78. We are glad to note the inauguration this year of the praclicc of fhe 
Financial Secretary being present at all our meetings. This is Oi great value 
and we consider that it should be adopted as a regular practice. 

79. In view of Sir Frederic Gauntiett's impending reiiremc.'it and of the 
fact that this is the last session of the Public Accounts Committee that ue will 



attend in liis capacity as Auditor General in India, we desire lo idaew on record 
our great and genuine appreciation of the very valuable Kcrvicc whieh lie ban 
consistent]}' rendered ever since the Public Accounbs C'onuuitt ee \va‘^ inst il \it ed - 
service not only to the Public Accounts Connnittee but also So the begislature 
and the Executive Government. Sir Frederic Gaui\tlett by his dc'-otion to 
his duties and by his able maintenance of the enicie.noy and inde.pcndcnce of 
audit has done mucli to strengthen the financial cont rol of ])ublic (expenditure 
and by the advice and guidance which he has at all times generously given, 
he has gireatly assisted the Public Accounts Committee in developing the exer- 
cise of its functions and in fulfilling the imjmrtant part assigned to it under t>ho 
constitution. 

80. In conclusion we desire to acknowledge the services of our Secretary, 
Mr. K. Sanjiva Row. 


GEORGE SCHUSTER. 

T. A. K. SHERViliH. 

B. DAS. 

CHOWDHU'RY MD. ISMAIL kHAN'. 
S. C. MITRA. 

GAHGARART) SINHA. 

ABDUL MATIN ClUUJMUIi P. 

K. C. NEOGY. 

MD. YMCUB 
K. C. ROY. 

H. A. J. 0^L^■KP. 


The 20lh September, 7929. 
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V. -PROCEEDINGS OF THE COMMITTEE. 


Proceedings of the first meeting of the Public Accounts 

Committee held on Monday, the 12th August 1929, at 

11 a. m. 

Present ; 

(1) The Honourable Sir George Schuster, Chairman. 

(2) hli-. T. A, K. Shervani. 

(3) hir. B. Das. 

(4) Mr. S. C. Mitra. 

(5) Kumar Ganganand Sinha. 

(6) ]\Iaulvi Abdul I^Iatin Chaudhitry. 

(7) Mr. K. C. Neogy. 

(8) Maiilvi Moilammad Yakub. 

(9) Mr. K. C. Boy. 

(10) Sir Frederic Gauntlett, Auditor Geneml. 

(11) Mr. J. E. C. Jukes, Controller of Civil Accounts. Were also 

(12) i'lr. 0. A. Travers, Accountant General, Central Revenues, ^present. 

(13) Mr. A. C. Badenoch, Director of Commercial Audit. 

(14) Mr. B. Nehru, Deputy Auditor General. 

The Honourable Mr. E. Burdon, Financial Secretary, Witness. 

At the outset the Chairman welcomed the members to the deliberations 
and requested them to allow him some indulgence as he was new to the work. 
He conunented on the enormous volume of business placed before the Com- 
mittee and appealed to members to co-operate "^th him in the endeavour to 
employ the limited time available to the best advantage. 

There were two practical ways of furthering this object, first, the prelimi- 
nary study of specially important subjects for discussion, secondly, the con- 
centration of discussion on points of real importance. As to the first, after 
mentioning that he hoped to distribute the report of the special committee on 
military accounts in two days thus giving members ample time before its dis- 
cussion, he referred to the important question of the discussion of the 
Public Accounts Committee’s report in the Legislative Assembl}^. He called 
special attention to the Memorandiim (circiilated as Appendix V) containing 
the Government proposals on that matter and hoped that members would 
carefully study this and, if necessary, consult their party leaders, so that at 
one of its later meetings the Committee might have a really useiful debate on 
this important matter and, if possible, arrive at a plan which would satisfy 
all sides. Turning to the second point which he had emphasised at the out- 
set; the Chairman hoped that he could rely on the Committee to help him in 
concentrating discussion on really important points — ^that is to say points 
involviug que.stions of principle. The Auditor General promised to circulate 
■a supplementary memorandum to-morrow mentioning the points which he 
considered to be really important. The Auditor General pointed out that a. 


^Members, 
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great mass of the work done by hiim was designedly meant to be educative, 
-especially as to the details of the budget work and the control of expenditure. 
The Committee need not go into all these details but may concentrate on finding 
out what was being done to improve the budget system and expenditure 
control, the scrutiny of individual items, being left to the executive govern- 
ineht. Mr. Roy then referred to the fact that in 1928 the Government’s 
resolution had been issued in January — and in 1929 only on May 17, and he 
raised the point whether it was really in order for the Government to issue 
a resolution on the Public Accounts Committee’s report before the Legislature 
had an opportunity of discussing the report. It was agreed that this point 
should be considered when Appendix V was being discussed. 


2. It was pointed out by Maulvi Mohammad Yakub that 19th was an 
important Muhammadan holiday. It was therefore decided to hold on the 
20th the meetings fixed for the 19th. 

3. Mr. Mitra objected to the following sentence in paragraph 5 of Appendix 
Y ; — “ Strictly the function of the Co mmi ttee consists in scrutinising the 
application of the funds voted by the Legislature.” It was pointed out by the 
Chairman that the main object of the whole paragraph was merely to call 
attention to points which would have to be considered in framing the procedure 
for a discussion of the Committee’s report in the Legislative AssemL’ly, and 
emphasised that the phrase to which Mr. hlitra had referred did not ^ imply 
any intention on the part of the Government to alter the practice ^ hilhcito 
followed according to which the scope of the Committee’s discussions had 
been much voider. He, however, appreciated Mr. hlitra s point and his 
desire not to be taken as acquiescing in any statement which might bo 

limit the Committee’s functions. He thought that the point coiud be better 
made when the time came to discuss the whole of Appendix V iully. 

4. The Committee then took up consideration of the Pinance Dejiartmcnt 
Resolution (Appendix I) on the Report of the Public Accounts Commit 

the accounts of 192G-27 which indicates the action taken on the Report, tiie 
statement prepared by the Finance Department (Appendix ll) siovmg vne 
action taken on points raised by the Committee but not t ^ 
Resolution and also the statement simultaneously prepared (Appenc ix j 
showing the recommendations of previous Committees on v nc i ac ion 


still outstanding. . i • i 

5. Paragraph 1 of the ResohUion.— The membersoftheComnuUee desired 

that the Epitome prepared by the Auditor General ^ 

to the members of the Assembly. They were informed that it would . I ' 
plied to all members of the Public Accounts Committee and to sucJi other 
members of the Assembly as asked for it. . 

6. Paragraph 3 f6i:d.-The Committee desired to f 

tics must be found during the session for the 

mentary demands to the Assembly, and that, inasmuc i as ■ u-a'fnol'^ivnil- 
was the primary function of the Assembly, the excuse la . 
able ought in no circumstances to be accepted. 

7. Paragraph 4 ibid.— The 

of over-allotment on railways broke down m 192/-28 ^ .\cconniB. 

this matter further when dealing with the Railway Approp < 
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8. Paragraph 6 — On being questioned by one of the members whether 

this paragraph meant that the Committee had said the last word on the sub- 
ject, the Auditor General pointed out that the Committee was perfeetly entitl- 
ed to deal with the financial effects of these schemes which would be brought 
out in future reports. 

9. Paragraph 7 ibid . — In reply to the Auditor General’s question in para- 
graph 24 (a) of his letter enquiring whether the scheme prepared by the 
Officer on Special Duty in the Finance Department is likely to be accepted,. 
Mr. Burdon said that the question was under his consideration. Having re- 
gard to the fact that the scheme would necessitate au extension of the pay and 
accounts office system involving a substantial increase in expenditure and in 
view of the Secretary of State’s recent decision that the separation of accounts 
from audit should not at present be further extended, he desired to discuss the 
matter further with Mr. Eaj.agopalan. The Auditor General stated that he 
was not satisfied with the existing system. 

10. Paragraph S ibid . — On being questioned by Mr. Das whether the term 
“ neAV service ” was being correctly interpreted on the railway side, the Auditor 
General explained that it would be found from the Railway Appropriation 
Report that he was not satisfied rvith the interpretation of the term on the 
railway side. It was agreed that the matter would have to be discussed when 
dealing with the Railway Appropriation Accounts. 

11. Paragraph 9 ibid. — Mr. Burdon explained that a Resolution embody- 
ing the principles recommended by the Public Accounts Committee was to be 
issued next week and that it would then be the duty of the audit department to- 
point out any individual departures from these principles. 

12. Paragraph 10 ibid. — The point was raised whether Government have 
any power to waive revenue which it was authorised to levy under a statute. 
It was decided to suggest that Gjvernment should consider this question and 
obtain authoritative opinion on the legal position. 

13. Paragraph 11 ibid. — ^hlr. Burdon explained that a statement of general 
principles was issued in June last. The members of the Committee desired 
that the statement should be circulated to them. 

14. Paragraph 12 ibid . — The Committee desired to examine the representa- 
tives of the Industries and Labour Department and Railway Department on 
this matter. 

15. Paragraph 13 ibid . — ^As regards the point on which action had to be 
taken by Accounts authorities Mr. Burdon invited a reference to item 11 of 
Appendix A to the Military Appropriation Accounts and explained that neces- 
sary action had been taken by the Financial Adviser, Military Finance ; the 
A-uditor General said that he had issued the necessary instructions to all offices 
under his control. 

16. Paragraph 15 ibid . — One of the members desired to know whether with 
the termination of the contract with Messrs. Howard and Co., a contract 
with any other firm has been entered into. He was informed that no such con- 
tract has been entered into and that in the meanwhile supplies were being taken 
from stocks in hand which were considered excessive. 
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17. Paragraph 16 ibid.— The Committee desired to examine tlie Financial 
Adviser, Posts and Telegraphs. 

18. Paiagraph 1/ ibid. Some of the members asked that more helpful 
facilities should be promded, and it was then proposed that in future a list of 
all the adnmistration reports available should be circulat-ed to the members of 
the Committee along with the Appropriation Reports, and that if each 
member returned the list to the Finance Department marking those reports 
that he required the marked reports would be sent to him. Thfs was accepted 
as satisfactory to all members. 

19. Item 4 of Appendix II.— The Auditor General explained that his 
recommendations were that Government should introduce a scheme of audit 
on the company lines vdiich is practically the same as the scheme of audit 
which has been worked out for application on the State lines after separation of 
accounts from audit. In view of the existing ajqn-ehension that some of the 
company lines were making insufficient provision for renewals and replace- 
ment, the Committee desired that consideration of tlie scheme should be e.xpe- 
dited as far as possible. Mr. Burdou undertook to do so. 

20. Item 20 ibid. — It was explained that the desirability of having a local 
accounts office has been accepted and that details arc being worked out. 

21. Item 23 ibid. — hR. Biu-don explained what the proposals of the Govern- 
ment of India were and said that the Secretary of State had approved them. 

22. Item 39 ibid. — It was explained to the Committee that the Civil Ser- 
vice Regulations have been reprinted : further that amendments to the 
Civil Servdee Regulations are now statutory and are published in the 
Gazette in tlic form of resolutions and that correction slips arc issued by the 
press direct to the subscribers. 

23. Item 40 ibid. — The Committee was informed that the information asked 
for by the Accountant General, Central Revenues {mde paragraph 8 of his 
Report) was furnished to liim on tl'iC 2.5th June. 

24. Item 1 oj Appendix III. — Mr. Burdou stated that the Goverumeiit 
of India had decided tliat (1) it was imjnacticable to Avithdrawfrora the exi.'^ting 
incumbents any privileges allowed by the existing rules, (2) no action should bo 
taken as regards futm-e recruits to All-India Services until it was Icnown what 
was to happen to these services in future, and (3) new rules should bo framed for 
newrecruita as regards Governor General in Council’s services and that an effort 
should be made to get Local Governments to adopt similar rules for their ser- 
vices. The matter had been mentioned at the last conference of Financial 
Representatives and Local Governments have been addressed: replies from some 
of them arc awaited. 

25. Item 2 ibid.— Hr. Burden invited the attention of the Committee to the 
memorandum printed as Apx>endix AT. It was agreed that this should be 
discussed later. 

26. Item 3 ibid. — Mr. Burden promised to consult tlie Auditor Gem ral 
departmontally later. 
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27. Item 4 ibid . — Tlie Auditor General explained tliat he has addressed the 
Accountants General and asked them to consult the Local Governments with 
regard to the rules as a Avhole and specially as regards the specific comments 
made at the conference of financial representatives. 

28. Item 6 ibid. — Mr. Burdon explained with regard to one aspect of this 
case that he was arranging to introduce a provision on the civil side similar to 
that existing on the Army side giving authority to Government for the stoppage 
of pay and allowances to seciu'o recovery of any public claims. 

29. Item 14- ibid . — The Auditor General explained that the question was 
discussed at the conference of Accountants General and the general view at the 
conference was that the earlier closing of the accounts, which is one of the main 
objects in view, could only really be attained if for some adjustments at least 
there was a conventional year instead of the financial year and that the qiies- 
tion was being further considered. No change could be made withoxxt the con- 
currence of the Secretary of State. 

30. It was agreed that Appendices V and VI should be discussed later. 
The members were also requested to send to the Secretary any specific sugges- 
tions which they may have to make on these Aj)pendices. 

At this stage the Committee adjourned till 2-30 p.m. 


Proceedings of the second meeting of the Public Accounts 
Committee held on Monday, the 12th August 1929, 
at 2-30 p.m. 

Present : 

(1) The ITon’ble Sir George Schusi'er, Chairman. 


( 2 ) 

(3) 

( 4 ) 

(5) 

( 6 ) 

( 7 ) 

( 8 ) 
(9) 

(10) 

( 11 ) 

(12) 

(13) 


Mr. T. A. K. SiiERVANi. 
m-. B. Das. 

Ml-. S. C. Mitra. 

Kumar Gang an and Siniia. 

Maulvi Abdul Matin Chaudhury. 

Mr. K. C. Neogy. 

Maulvi Mohammad Yakub. 

Mr. K. C. Boy. 

Sir Frederic Gauntlett, Auditor General. 
The Hon’ble Mr. E. Burdon, Financial Secre- 
tary. 

Mr. Jagat Prasad, Accountant General, Posts 
and Telegraphs. 

Mr. T. Ryan, Secretary, Industries and Labour 
Department, 


r 


Members. 


Were also pre- 
sent. 


(14) Mr. J. R. T. Booth, Joint Secretary, Indus- 
tries and Labour Department. 

(15) Mr. M. R. Coburn, Financial Adviser, Posts 

and Telegraphs. 

(16) Mr. B. Nehru, Deputy Auditor General. 

Mr. P. G. Rogers, Director General, Posts and Telegraphs, Witness. 
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31. The Committee considered the Appropriation Accounts of the Posts 
and Telegra,phs Department and the Report of the Accountant General thereon, 
together "with the relevant paragraphs of the Auditor General’s forwarding 
letter. There was a preliminary discussion by the Committee. The Depa^ 
mental witnesses were then called in. 

32. Ap'pen&ix 111 to the Report . — The Committee was informed that the 
position as regards the various outstanding items of previous years was as 
follows ; — 

Item /.—Adjustments between the Posts and Telegraphs and other 
Depaifments. The only important adjustment outstanding under this head 
is with Foreign and Political Department. This Department was asked to 
bear losses incurred by the Posts and Telegraphs Department on account 
of postal and telegraph facilities provided for purely political reasons. The 
principle that the Foreign and Political Department should bear such losses 
has been accepted and only certain details have to be worked out. It is ex- 
pected that the case vdll be settled soon. According to present calculations 
the liability of the Foreign and Political Department is assessed by the 
Posts and Telegraphs Department at Rs. 2,85,000. 

Iteim 2 and 14 . — Credits due to the Posts and Telegraphs Department 
for Railway telegraphs and enhancement of rents due from canal adminis- 
trations, The conclusions of an officer placed on special duty to c.xamine 
the question have only recently been completed and are under consideration. 
No serious delay is anticipated in the settlement of the canals question. The 
question as regards Railways, however, is a more difficult one and may involve 
complicated discussion with the ’Railway Board. The total amoimt 
involved is now estimated at about 12 lakhs. The Committee desired to re- 
cord that the settlement of the item should be expedited as the commercial 
results of the working of the Department could not be ascertained accurately 
tni this and the other outstanding questions regarding adjustments were settled. 
The Chairman expressed the hope that the estimate of the period within which 
the question regarding canals would be settled would be more accurate than 
on previous occasions. 

Item 3 . — ^Pensionary liability of the Department. The Government 
actuary has completed the calculations and assuming a rate of interest of 
4/- jier cent, lie has arrived at the conclusion that the pensionary liability of the 
Department should be assessed at 9| per cent, of the total salary, llis 
report is under the consideration of Gorermnent. The Committee dc.'^ired 
to record that with the actuary’s report now available there sliould be no 
further delay. 

Item 4 . — Separate Profit and Loss account fr»r the Radio Tidegraph 
branch. This will be given effect to in the accounts of the current year. 

jfem 0 . — Transfer of the control of the Indo-European Telegraph Dcrparl- 
ment to India. The Secretary of State has been nddre.^.sed urging t ran.sfer 
of control and his reply is still awaited. The idea i.«^ to bring the whole De- 
partment under the control of the Director General. Posf.s and 'r.'h'grnphs. 
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lion 7 . — Accoloral ion of 1 he scrutiny of rates of cleprecintion and considera- 
tion of alternative methods of applying such scrutiny. A memorandum 
(printed as Annexure 1 to tlu'se proceedings) was circulated to members and 
it was agreed that (he item should be discussed at the next meeting after 
members had read th<‘ memorandum. 

Ilcm S . — Utilisation of the nccumnlations in the Depreciation Fund 
towards fresh ea]»it.al outlay. This depends oi\ the dcci.sion on item 7. 

Ifrw .^.--Kemedying defects in the machinery for executing repairs. 
Some preliminary instructions have been issued. S\)])]')lemcntary instructions 
will be issued on reeei])t of information called for from one of the circles in 
which the system i.s reported to be working very well. The Auditor General 
explained that the decision to transfer the maintenance of these buildings 
to the Tests and Teh'gruphs Department was the result of a recommendation 
of the Public Works Reorganisation C'<»mmil toe that mere maintenance work 
shmdd not be one of the main functions of the Public Works Department. 
The Committee desired to have a thorough report next year showing how the 
new sv.stem of making Departnumts responsilde for the maintenance of their 
own building.s has woilccd so far as the Po.sts and 'J’elegraphs Department 
was concerned. 

Ifrw 7/k--.\voiding over-estimates regarding the rerjuirements of the 
Hadio-Tclcgra])h hrancli. The diniculty in framing coiTCct estimates was due 
to the fact that this was a new branch of .service. Ltmip exits have been made 
in the current, year's (■stimates and experience gained in the working of the 
Department will be u.seful in framing more correct e.stimates in future. The 
Committee agreed that this item may be taken as settled, though results must 
still be carefully watched for the future. 

Item 77.— -Clo.scr estimate of the credit on account of stores returned to 
stock. The particular case which gave rise to this recommendation was an 
isolated one. Necessary instructions have been is-sued and there has been no 
similar case since then. The item may be taken as settled. 

Item 12 . — Comparative cost of running the Indian Posts and Telegraphs 
Department and the Indo-European Telegraph Department. The Director- 
in-Chief of the Indo-European Telegraph De 2 xartmcnt has been requested to 
communicate the results of his detailed enquiry on the subject. 

Item 13 . — Reduction in the number of detailed accoimt heads. The 
Financial Adviser has prepared a list of heads to be ebminated and the Ac- 
coxmtant General will be requested to eliminate them, if he agreed, from the 
next year’s accounts. 

Item 15 . — The Committee agreed that this, not being a recommendation 
included in the main report of the Committee, might possibly have been omitted 
from this Appendix, but the Committee decided to consider later the question 
of making an addition to their Report so as to direct the attention of the 
Departments of the Government of India to minor recommendations included 
in the proceedings but not separately dealt with in the main report. 

33. Paragraph 7 (a) of the Auditor GeneraVs letter . — This raises the general 
question of the financial results of the Department. The Chairman enqxiixed 
HeiGPBFinD 
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^vlietlier tlie unavoidable annual increase of expenditure in pay and pensions 
of tlie staff will be offset by tbe normal growth of revenue. The Committee 
desired that an estimate should be made te give an idea of the future commercial 
prospects of the Department. It was recognised that such an estimate could 
not be meticulously accurate and that an approximate estimate would suffice. 

34. Paragra2)h 13 of the Auditor General’s letter. — The Auditor General 
pointed out that the first report was made by the Accoxmtnut General in 
April 1928. The Director General owing to the absence of certain officials 
from Smila had been unable before the meeting to collect detailed information 
explaining the delay in issuing orders. As the Director General was not pre- 
pared "with the case, the Auditor General remarked that witnesses were ex- 
pected to be prepared for any question and speciallj* on those matters wliicb 
are mentioned in Ms letter. The Chairman endorsed the remarlcs of the 
Auditor General and stated that the lack of preparation indicated disrespect 
to the Committee. The Chairman pointed out that the fraud referred to in 
tMs paragraph should be taken as an occasion to issue circular instructions 
draxving attention to the rules requiring the verification of signatures. Tlie 
Director General agreed to do so. 

35. Paragraph 14 ibid. — The Director General explained that the delay 
in this particular case wMch was admittedly very great, the recommendation 
as to pmiishment haxlug reached him in Jaimary 1928, was due to the lack of 
information on certain points, the collection of wMch took considerable time. 
The Director General also explained that dxrring this particular period 
there were several cases of delay in Ms office as the move from Calcutta to 
Delhi disorganised the work. He said that such cases were not lilcely to recur. 

36. Paragraph IS ibid. — A. statement (printed as Annexure II) was 
circulated to the members of the Committoe and it was agreed that this should 
be further discussed at the next, meeting. 

At tins stage the Committee adjourned till 11 a.m. on Tuesday, the 13th 
A^igust. 
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AnNEXURE I TO THE PROOBEDINGS OF THE SEOOXD MEETING. 


In paragraph 35 of tlie Report of the Public Accounts Committee on the 
Accounts of 1926-27 it was suggested that the scrutiny of the rates of annual 
contributions to the depreciation fund of the P, & T. Department should be 
accelerated and alternative methods of scrutiny considered. This suggestion 
has received consideration and this note is submitted with the object of inform- 
ing the Public Accounts Committee of the position in which the matter now 
stands. 

2. It may first be pointed out that there is now fairly conclusive evidence 
in sui^port of the general impression that the lives assigned to the capital 
assets of the P. & T. Depart ment for rtic purpose of regulating contributions to 
the depreciation fund arc, in the case of some of the more important assets, too 
short. It has been ascertained that more than half the total iron wire included 
in the assets of the department on 1st April 1925 had lasted its full prescribed 
life by 1926. The original value of this time-expired wire was approxunately 
Rs. 289 lakhs whereas the total expenditure on renewals and replacements of 
iron wire during the 4 years 1925-26 to 1928-29 amounted to only about Rs. 9|- 
lalchs. It is therefore clear that the bulk of this iron wire is still in use and likely 
to remain so far many years to come. In the case of posts, approximately two- 
thirds of the total number in use (original value Rs. 429 lalchs) will have lasted 
their prescribed life in 1931. The actual expenditure on renewals and replace- 
ments of posts during the same four years is 8J- lakhs and there is no doubt that 
these posts will not have to be fully replaced for a great many years. 

The corresponding figures for copper wire are ns follows : — 

» 

Rs. 

Original value of wire that has just become time-expired 35^ lakhs. 

Actual expenditure on renewals and replacements during 

the last 4: years — 1926-26 to 1928-29 . . . . 3^- lakhs. 

The bulk of this copper wire is still in excellent condition and will not need 
replacement in the near future. 

These facts seem to establish beyond doubt the inadequacy of the 
“ Uves ” at present assigned to posts and lines, which constitute in value more 
than two-thirds of the total wasting assets of the department. The figures 
in the statement referred to in paragraph 4 of this note also afford strong con- 
firmation of this conclusion. 

3. As the A. Gr. P. & T. has stated in paragraph 6 of his Report for 1927-28, 
the D. Gr., P. & T. has arranged for the maintenance of detailed records of the 
life history of certain selected assets with a view to obtaining rehable data on 
which to base revised “ lives ” for this purpose, but in respect of the bulk and 
more valuable portions of the assets, owing to their longevity, the restdts of this 
investigation are not likely to become available for many years to come. 
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Of: — 


llie onl}* possible altcrjiative metliorls seemed tc 

(1) to endeavour to obtain complete infoimation re^ardin^ the assets 

that have recently been replaced orreneved, and 

(2) to revise the prescribed lives on which the annual contributiojis to 

the depreej;!. I ion lund are at- present based rntli refc-Tcnce to a 
comparative analysis of those contributions and the actnal 
expenditure on renewals and replacements during' the last 4 
years. 

The tormer alternative has been considered but owing to the incomplete natme 
of the records maintained in the past regarding the dates and costs of original 
construction and the behaviour and treatment of particular lines and other assets 
it held out no promise of yielding any information likely to help to'.vards a solu- 
tion of the problem. Attention has therefore been devoted to the latter alter- 
native which .seems to atford a basis for certain fairly definite conclusions. 

4. In the -sr-atement attached to tliis note the contribution to the dcpic- 
ciation fund and the e.vpenditure on renewals and replacements have been 
compared for each of the four yeans 1525-20 to 1928-29 in respect of each of the 
main classe.s of assets. The pre.sent stssumed life of each class is also .shown. 
Considering each item separately the foilovring feanire.s of this analysis may he 
noted : — 

BoiVlvtiffs . — There is not a very marked di.sproportion between con- 
tribution and e.vpenditure and it seems probable that the average 
actual life of buildings in this department does not differ very 
much from the assumed life of To years. 

Zi/ies arid iJ'/res. — Here the. disproportion between contribution and 
expenditure i.s very striking. As this group comprises assets 
that have been continuously added to the department during the 
la.st 70 vears or .so the wide divergences between the tivo sets of 
figures force one to the conclusion that the “ lives " a.ssigned to 
these item.s are too short and the contributions consequently too 
high. 

Apparatus and plant. — There is a gi’eat disproportion between contribu- 
tions and expenditure for thi.s class of assets also. Many of the 
assets included here hoAvever. c.g.. automatic telephone exchan.L'e.s 
and various kind.'; of telegraph and telephone instruments, are of 
comparatively recent introduction and it is doubtful w/iethf-r 
sufneient time hn.s elap.sed to justify the drawing of any v<-ry 
definite conchisioms regarding tlie normal live.s of such assets undf-r 
the conditions obtaining in India, from the figure.s of the la.'-t ' 
\*cars. The department should be in a far better position 5 years 
hence to judge of the suitability of t lie “ lives ’* at jiresent ar-sigia d 
to these items. 

Cablrs.—The actual lives of this cla.ss of assets are very tmeeriain but 
the two .'^ets of ficurcs indicate that the live.'; at jireserit pre.'-'TilH a 
for caldes are if anything on the low sine, 

Ekcfric remarks against y-ipparatm and plant 

n{»ply to .'■ome extent hero also. 
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5. In view of those figures and of the remarks thereon contained in para- 
graph i, it would seem as if the only assets in respect of which it ma}^ he con- 
fidently assorted that the assumed ‘ lives ’ arc substantially less than the 
actual lives, are jmsts, iron wire, and copper Avirc. The disproportion between 
the contributions and expenditure is considerably greater in the case of posts 
and copper wire than in the case of iron wire. The departmental authorities 
are accordingly inclined to think that the prescribed lives of these three items 
might safely be increased to the extent indicated below : — 



1 Prc.scnt 

Proposed 

Percent- 

— 

ns.sunictl 

nssunicd 

ago 


life. 

life. 

measure. 


Years. 

Years. 


Iron wire (tolegrnjilis) 

21 

.■12 

33.1/3 

Iron wire (tolcphonnrf^ 

lOi 

M 

33-1/3 

Conjicr wire 

27 

40 

50 

Posts 

no 

45 

50 


If the annual contribut ions to the depreciation fund were based on these 
enhanced lives (but see ])aragraph 6) they would be reduced by approximately 
Bs. 10 lakhs although still remaining substantially higher than the past average 
annual expenditure on renewals and replacements. Some allowance must 
however be made for the possibility that to some extent the department has 
failed or delayed to carry out necessary renewals and replacements and may 
consequently have to fac(! abnormally hcav}’^ expenditure of this nature in 
the near future. 

6. It is doubtful however Avhether any alterations in the assumed lives of 
assets now in existence could be made iioav Avithout introducing serious com- 
pbeations into the AA'orking of the depreciation fund and the rerdsed lives 
should, it is thought, be applied only to iicaa' assets, including of course those 
in replacement of assets uoaa' existing. 

7. It may be YJointed out in this connexion that although the inade- 
quacy of the assumed lives of assets may have the efiect of throAA'ing for a 
time an undul)'- heaA'y burden in the shape of depreciation contribution on 
the AA^orking expenses of the department, eventually Avhen any particular 
asset has lasted its prescribed period and therefore ceases to contribute to the 
depreciation fund the department enjoys a compensating relief until the asset 
comes to the end of its true life and has to be replaced. This is illustrated by 
the decrease of nearl}’’ Ks. 5 lakhs that aauU be noticed in the amoimt of con- 
tribution on account of iron Avire that occurred in the year 1926-27. A 
similar decrease of cA'^en greater amoAint Avill occur in the year 1930-31 in respect 
of the contribution for posts and copper Avire. (See in this connexion para- 
graph 2 of this note.) These fluctuations in the amount of contribution, 
hoAA^ever, have a disturbing effect upon the Avorking expenses of the depart- 
ment and so tend to defeat the main object of a depreciation fund. The 
lengthening of the annual lives as suggested in paragraph 5 of this note would 
to some extent at least remove this defect. 
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State^nenl co7nparing the Annual Co7itributW7is to the Dep)-ecialior‘ 




1925-26. 

1926 

-27. 

Class of asset. 

Present 

assigned 

life. 

Contri- 

bution. 

Pene^vals 

and 

Replace- 

ments. 

Contri- 

bution. 

Renewals 

and 

Replace- 

ments, 


Years. 

Bs. 

Es. 

Rs. 

Es. 

Buildings 

75 

56,921 

1,52,985 

1,02,521 

72,213 

Lines and ATires — 






Posts 

.30 

0,39,189 

1,47,714 

11,42,580 

2,33,164 

Iron mre (telegraphs) 

21 

8,94,566 

1,63,120 

3,13,028 

1,97,277 

Iron u’ire (telephones) 

lOl 

98,545 

3,747 

1,01,867 

10.360 

Copi>cr u'ire 

21 

4,13,039 

1,10,520 

5,06,355 

C9,t'33 

Total lines and wire . . 


23.45,339 

4,25,107 

20,03,830 

5,09.813 

.-'xpparatiis and plant — 






.Accumulators 

8 

1.00,748 

J,S29 

1,12,316 

29,194 

Manual exchanges 

12 

.52,056 

3.21,853 

,57,520 


Aufojnatic c.xchanges 

20 

05,286 

3,842 

S7,t)47 

.507 

Siubscribers’ afTording 

c 

1,26,245 

10.752 

1,33,753 


and aerial ^ 

;jo 

12,863 



5'J4 

Other items 

12 to 20 

2,13.032 

38.124 

2.28,287 

1,11,701 

Total apparatus and plant. . 


5,70.830 

:i,7f>.4fX) 

0.34,178 

1.11,0 ’7 

Tileetric installations .. 


22.2.5.5 

4.434 

5 1 


('nhlcs 

12 to 24 

;i5.r.2T 

(iS.,372 

46,928 

i 

74,^.'’' 

! 
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Fund with the annual expenditure on Renewals and Replacements. 


1927-28. 

1928-29. 


Total for 4 years 1925-26 
to 1928-29, 

Contri- 

bution. 

Eenewals 

and 

Eeplace- 

ments. 

Contri- 

bution. 

Renewals 

and 

Replace- 

ments. 

1929-30 

(Esti- 

mates). 

Contri- 

bution. 

Renewals , 
and 

Replace- ' 
ments. 

Es. 

Rs. 

Rs. 

Rs. 


Rs. 

Rs. 

1,26,698 

72,834 

1,22,726 

21,021 


4,07,866 

3,19,053 

11,87,509 

1,93,346 

11,93,567 

2,74,798 


44,62,845 

8,49,022 

3,45,807 

1,64,850 

3,59,693 

3,94,237 


19,13,094 

9,19,496 

1,14,215 

6,783 

1,18,009 

—903 

• • 

4,32,636 

19,996 

5,39,765 

55,128 

5,49,017 

1,14,853 


20,08,176 

3,49,504 

21,87,296 

4,20,113 

22,20,286 

7,82,985 


88,16,751 

21,38,018 

■ 

1,21,110 

82,763 

1,25,195 

36,337 


4,59,369 

1,50,123 

65,948 

9,857 

72,203 

471 


2,47,727 

3,30,677 

90,250 

— 1,077 

89,389 

5,214 

• . 

3,31,972 

8,486 

1,39,176 

14,418 

1,47,446 

—17,893 


5,46,620 

7,909 

15,388 

, , 

15,174 

3,836 


58,680 

4,360 

2,61,961 

1,26,577 

2,65,909 

20,035 


9,69,789 

2,96,440 

0,93,833 

2,32..538 

7,15,316 

48,000 


26,14,157 

7,97,995 

84,354 

12,169 

91,067 

19,070 


2,34,020 

42,185 

53.029 

70,303 

58,833 

—17,958 

•• 

1,94,417 

1,95,537 
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AnnEXURE II TO THE PROCEEDINGS OF THE SECOND .MEETING. 

With the object of saving the time of the Committee and obviating a good 
deal of repetition in connection with the enquiry regarding the Appropriation 
Accounts of the Indian Pests and Telegraphs Department the following remarks 
of a general character are submitted for the Committee’s consideration. It is 
admitted that the results of .the year 1927-28 indicate serious defects in budget- 
ting and in control over expenditure and efforts have been and are being made 
to eradicate the defects so far as possible. The task of preparing the budget 
and revised estimates for the year under review however was rendered e.xcep- 
tionally difficult owing to a number of special and abnormal causes of whicli tlie 
following were the more important : — 

(1) The whole scheme of classification of receipts and expenditure of the 

Indian Posts and Tele graphs Department was reffised vdth efiect 
from the year 1925-26 with the reconstitution of the accounts on 
commercial lines and in consequence complete actuals for only 
one year (1925-26) were available under the new heads at tlic 
time of preparing the budget estimates. Even these actuals 
were to some extent vitiated b}’^ numerous misclassifications. As 
budgetting must necessaril}’- depend largely upon past actuals the 
Department was severely handicapped in this respect. The pre- 
paration of the re^dsed estimates for the year 1927-28 also was 
hampered though to a less degree by the same cause. 

(2) During both the years 1926-27 and 1927-28 numerous improvements 

in the scales of pay and allowances and other concessions were 
sanctioned for various classes throughout the Department ; the 
problem of estimating the financial effect of some of these mea- 
sures was extremely difficult as the extent of the benefit in any 
particular case could only be ascertained from an examination 
into the details of the past serffice of the individual aflccted. 
Most of the first claims submitted in accordance with thcs(i sanc- 
tions had to be pre-audited and a large number of appeals were 
preferred against the Audit decisions in particular cases ; con.sc- 
quently, the final settlement of the claims was spread over a con- 
siderable period and a large number of appeals were preferred 
against the audit decisions in particular cases. 

(3) The budget for the year 1927-28 was the first to be pre])ared and 

submitted Avholly by the Dircctor-Genernrs oflice in which a 
separate budget section was formed for flic purjio.se in OctobcT, 
1926. Owing to inexperience of the amount of routine work 
connected with the preparation and subnnssion of a bmli'et. 
estimate this section was at first inadequately manned and had 
in consequence to work under extreme prc.s.sure, to the detriment 
of the actual budgetting. 

2. In pa-ssing judgment upon the excc.s.ses and lap.se.s that form .such a 
regrettable feature of the accounts now under consideration, it i.s hoped that 
these difficulties will not be overlooked. 
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3. If tlie expenditure for the year is compared on broad lines with the sanc- 
tioned grants, it \\dll be found that on the whole there was a distinct improve- 
ment in the results of 1927-28 over those of 1926-27. 



192G-27. 

1927-28. 

1 

! 

1 

Total of 
sanetioned 
grants. 

Actual 

expen- 

diture. 

Excess -f 
Lapse — 

Total of 
sanctioned 
grants. 

Actual 

expen- 

diture. 



Rs. 

Rs. 

Rs. 

Rs. 

Rs. 

Rs. 

Toted. 







Grant No. 23 (Reve- 
nue). 

10,29,48 

10,00,88 

—28,00 

10,54,17 

10,62,20 

+8,09 

Grant No. 87 (Capi- 
tal). 

00,89 

.34,25 

—20,04 

59,90 

49,34 

-10,50 

Non-Toicd. 







Grant No. 23 

72,09 

04,00 

i —8,09 

70,83 

07,04 

—3,19 

Grant No. 87 

8 

4 

—4 

20 

19 

—1 

Voted and Non-Voted 
combined. 







Grant No. 23 

11,02,17 

10,05,48 

—36,09 

11,25,00 

11,29,90 

-f 4,90 

Grant No. 87 

00,97 

34,29 

-20,08 

00,10 

49,53 

—10,57 


The sanctioned grants shown above include supplementary grants voted by the 
Assembly or sanctioned by the Finance Department. It may be pointed out 
that the large supplementary grant sanctioned by the Assembly in 1927-28 
was necessitated almost entirely by the arbitrary lump cuts which the Finance 
Department, guided no doubt by past experience of heavy lapses in this depart- 
ment, made after the estimates had been submitted by the Director-General. 
The results as exhibited above indicate that the tendency to overestimate 
requirements received a definite check in 1927-28 and it is hoped that the 
continuous attention that is now being devoted to the improvement of the 
arrangements for budgetting and controlling expenditure in the Posts and 
Telegraphs Department will be reflected in the closer agreement between budget 
grants aud actuals in the future. 
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Proceedings of the third meeting of the Public Accounts 
Committee held on Tuesday, the 13th August 1929, at 11 

ctfTTlt 


Pjieskkt : 


(1) The Hon’hlc Sir GEOKftE Schuster 

(2) Mr. T. A. K. Shervaxi 

(3) Mr. B. Das 

(^) Mr. S. C. MmiA ; 

(5) Kumar GAXGA^’AN•D Sintfa 

(6) Manlvi AnuuE ]\lATf.v CnAumimiv 

(7) Mr. K. C. Neooy 

(8) I^Iaulvj Motj^ym.mau Yajcuh 

(9) ]\rr. K. C. Boy 

(10) Lieutenant'Colonol IT. A. .7. Giukky 


Chamnan. 


yAlemhers. 


(11) Sir Bredehu; Gauei’lett. Auditor Genera] 

(12) The Hoir blc Mr, E. Buruox, Financial Secretary 

(13) Mr. Jagat Prasad, Accountant r4oneral, Posts 

and Telegraphs. 

(l‘J) Mr. T. Byan, Secretary, Indu.stries and Labour 
Department. 

(15) Mr. J, B. T. Booth, Joint Secretary, Industries 
and Labour Department. 

(JG) Mr. M. B. Coburn, Financial Adviser, Posts and 
Telegraphs. 

(17) Mr. B. Nehru, Deputy Auditor General . . J 


^IVere also present. 


Mr. P. G. Bogers, Director General, Posts and Witness. 

Telegraphs. 

37. The Committee resumed consideration of the Posts and Telegraphs , 
Api)ropriation Accounts and the Accountant Generars report thereon. The 
two memoranda circulated by tlie Department on the previous day were 
first takc7i up. 


38. ApjyencUx III, item 7 . — The Auditor General observed that it was 
incorrect in principle to compare the contribution in any one year with the 
amount actually spent on renewals and replacements in that year because the 
contribution is intended to meet renewals and replacements at the end of their 
efiective life. He also suggested that if any changes are to be made in the 
estimated life, such changes should be made not merely in regard to new 
accruals as proposed in the memorandum but also in regard to existing assete. 
It was pointed out that the dilRculty in accepting this suggestion was that in 
many cases the actual date when a particular asset came into existence is 
not Imown. The Chairman observed that they could not go into a discus- 
sion of details as regards the life of particular assets and that it would be in- 
correct to consider the accuracy of the rules regarding depreciation without 
considering a,t the same time the accuracy of the other bases of the commercia 
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Bcltlcnient.. For oxMinplo, as i.ho ca])ital on \vliieh ilio l)cj)artinont. is now 
paying interest is very nnicli sinallct ilian what it would bo if tlie whole under- 
toking liad been commercialised from the vciy beginning and as it would in- 
crease us the old assets were replaced by new ones, he considered tbat the 
depreciation allowance now being paid, if if. was on the liigh side, which he 
doubted, might be taken as a sot-ofT against the low interest now j)aid by the 
Department, lie also invited attention to the qne.stion raised on I, he previous day 
whether the increase of oxjjenditnre due to the new ratc.s of pay and allowances 
recently introduced will be more than offset bv the. normal growth of revenue, 
lie therefore suggested that the Committee, might content itself with recording 
an oh.servation that the qnestion of the coiitribution to the deju'cciation fund 
should bo cnrcfnlly watclicd, that an accurate attempt should be made to 
estimate the life of each a.sset and that a careful rc))ort should Iw placed before 
the Committee every year with a .statement from the Auditor General that he 
has satisfied himself that nothing sub.stantinlly uncommercial is l)cing done 
viewing the j)osition as ,n whole. Some of the members were not inclined to 
accept the oontiminnce of the liigh rate of contribution to tlic depreciation 
bind. One of tlu> members raisotl the question whether it was right to charge 
interest on tlic cjijnt.'il assets existing on the 1st. .April 1925 and wlictlier they 
should ]iot be treatc.l as a jirc.-Jent- from the general taxjiayer to the Depart- 
ment. It was pointed out to him that when once the prineijile of commer- 
cialisation has been ai:(;(‘])ted. the charge for interest on ca]iital assets follows 
automatically. It was also ])()imed out that 8ir Arthur Diclcinsou lind recom- 
mended cliaugc.^ in the rtdo.s governing allocation and tliat if Government ac- 
cepted his recommendations there would have to l)e .substantial changes in tlie 
ratc.s for dejireeiation. The (Fairnum pointed out tlie dangers in tlic situation 
which are the necessary consetjuences of tlie terms on whicli the Posts and 
Tclogra])hs imdert.aking.s were taken over by the Dejiartmont. and called parti- 
cular attention to the feature that the jirovision for dopreeiation on certain 
a.sscts was automatically cut out aUogetlu'r. when the assumed life of an asset 
Avas completed althougli that .•i.'^.set miglit corilimic in use. This feature in the 
present system directed attention to a particularly .serious danger in the situa- 
tion. Deference had been made in the course of discussion to tlie ])ossibility 
of Ike depreciation provision being too liigh. lint lie thought that the reverse 
was probably the case. To illustrate the meaning he asked the Committee 
to consider the following jiossiblc example of tlic sort of thing wliich might 
happen under the present system. Suppose a particular telegraph line which 
had co.st Bs. 1,00,000 and was regarded as having a 25 years' life had been 
in existence for 20 years Avhcii taken over. Roughly speaking it would then 
have been depreciated to the extent of 4/5 of its value and would be taken over 
at Rs. 20,000. The department would then p.ay interest at, say, 5 per cent., 
i.e., Rs. 1,000 and depreciation at 4 per cent, (on a basis of a 25 years’ life) 
on the original value, say, Rs. 4,000, i.e., total deduction Rs. 5,000 per annum. 
At the end of a further 5 years there would be Rs. 20,000 in the depreciation 
fund. If it was then found that Ike line was .serviceable its use would con- 
tinue, but no further allocution foi- depredation u'ould be made under the present 
system. The department would therefoie only continue paying Rs. 1,000 in 
interest. At the end of another 5 years, say, the line might have to be replaced 
at an enhanced cost of, say, Rs. 1,50,000. The charges would then suddenly 
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jump 11 }) to Es. 7,600 interest und Es. 6,000 depreciation so that instead of 
paying Es. 1,000 ])cr annum tliore would he a sudden increase to Ks. 13,500. 
Tliis .sort of ])rocess if mi]lti|)Iicd in regard to many items would completely 
upset the commercial position, and if, in the meanwhile, reduction in rates 
had been introduced, there might he .serious difficulties. In his opinion the 
situation should he examined ns a whole and the Committee had not sufficient 
information at present to deal with the question. The Chairman therefore 
tlircw out a suggestion that a comnuttec of the Legislative Assembly might 
be set up to consider the financial re.sults of the various orders which had been 
passed so as to enable the Department to work on a commercial basis, and to 
advise whether any changes should now be made. The Department would 
have to })rc})are a memorandum 07i wluch the Committee would work and 
this memorandum might deal with the matters mentioned in the proceedings 
of the .second meeting as well as the matters referred to above. He said that 
before the Committee makes a final recommendation of the sort, he would like 
to consult the Hon'blc Member in charge of the Industries and Labour Depart- 
ment. 

30. Pfirof/raph JS (a) of ihc Auditor GcncraVs letter and paragraph 57 of 
the Aeeountanl General’s Report. — The Chairman referred to the general memo- 
randum circulated by the Do})artment dealing \yiththc difficulties of budgetmg 
Avhich they had in this ])articular year and he hoped that future years would 
.show better ro.sults. The Auditor General que.stioned wliy the supplementary 
grant of Es. 510,] 1,000 obtained from the A.ssombly in March 1928 was so 
inadequate. The Financial Adviser explained that the supplementary grant 
was based o)i nine months’ actuals and in calculating the amoimt required 
for the remainder of the year they had to make certain assumptions regarding 
the cfl'ect of the revision of ])ay and allowances which were not justified by 
results. 

40. Paragraph 19 of the Auditor General’s letter and paragraph 58 of the 
Accountant General’s Report . — The Committee accepted the suggestion of the 
Auditor General that the amount of the supplementary grant, like that of the 
original grant, .should be di.sti'ibutcd between the various sub-heads and demand 
units. 

41. Paragraph 20 of the Auditor General’s letter and paragraph 59 of the 
Accoimfant General’s Report.—Thc Auditor General stated that this raised the 
important point whethej’ reappropriations should be made in the course of 
the 3 ^ear when the necessity for expenditure is foreseen or whether only lump 
xeappropriations should be made at the end of the year. He explained that, if 
the former course wore adopted, it would enable the accomit officers to help the 
departmental officers in watching the progress of expenditiue, vdiereas, if the 
latter course were adopted, the account officers would be able to give no help 
whatever. The Committee agr.eed that, in order to enable the departmental 
officers to watch the progress of expenditure, it was necessary that reappro- 
priations should be sanctioned when the necessity for additional expenditure 
was fomid. 

42. Paragraph 25 of the Auditor General’s letter and paragraph 66 of the 
Accountant General’s Rep)ort . — The Committee hoped that as the difficulties 
of budgeting pointed out in the memorandum had now disappeared, better 
results would be shovm in future. 
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, 43. Paragrafli 27 of- the Auditor' GenemVs letter and jjaragraph 69 of the 
Accountant GeneraVs Peport. — The Director General pointed out that the 
printing of the manuals was foreseen and that a sum of Es. 80,000 was pro- 
vided on this account, but the excess was due to additional stationery, etc.,, 
supplied to the Department and that they had to depend entirely on the Con- 
troller for estimates under this head. He also pointed out that since the 
transfer of the Controller’s office to Delhi there was closer co-operation 
between the two and that this would lead to better budgeting in future. 

44. Paragraph 33 (6) of the Auditor GeneraVs letter and jJaragraph 80 of the 
Accountant GeneraVs jReperi.— The Financial Adviser explained that the per- 
centage war being revised every year' in consultation with the Accountant 
General and that the results have since improved. 

45. Paragraph 34 of the Auditor GeneraVs letter and paragraph 85 of the 
Accountant GeneraV s Report. — The Director General mentioned that the Gov- 
ernment of India have addressed the India Office with regard to the comments 
of the Auditor General and have drawn the attention of the Director-in-Chief 
to them. 

46. Paragraph 44 of the Auditor GeneraVs letter and appendix. IV to the 
Accountant GeneraVs Report. — A memorandum* on the subject explaining the 
whole position was circulated to the members of the Committee. The 
Auditor General said that, if he had been consulted before about this case, 
it would not have been included in the report. He explained that a new 
station was built at Lucknow on a great scale of elaboration and what the Posts 
and Telegraphs Department was now being asked to pay is the rental for a 
room in the new station for its railway mail service, which is based on the 
capital cost of building the station. It was also explained that the Railway 
Mail Service must be housed in the station. The Committee agreed that if 
this sort of case were to occur on a large scale some remedial measures would 
be necessary. 

47. Paragraph 14 of the Accountant GeneraVs report. — On being questioned 
by one of the members whether Ihe rates for foreign telegrams could not be 
increased seeing that the branch was being run at a loss, the Director General 
explained that the rates for foreign messages were fixed by an international 
agreement and also from a commercial point of view in order to attract traffic. 

48. Mr. Roy raised the point that some of the trunk telephone lines- 
competed unduly with the telegraph lines. The Chairman suggested that in 
view of the increasing competition between telephones and telegraphs the 
Committee should suggest that a revision of the relative rates of the two might 
be undertaken with a view to securing the maximum of economic results. 

At this stage the Committee adjourned till 2-30 p.m. 


* Not printed. 
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Pro^cdings of the fourth meeting of the Public Accounts 
Committee held on Tuesday, the 13th August 1929 
at 2-30 p.m. ’ 

Present : 

(1 ) The Hoir'bfe Sir George Schuster . . 

(2) Mr.T. A.K.Shervani 

(3) :\Ir. B. Das 

(4) Air. S. C. IlIlTRA 

(5) Kmrar Ganganand Sinha , . 

((1) jMauIvi Ahdul I\Iatin Chaudhurv 

(7) i^Ir. K. C. IST.O0Y 

(8) iMaulvi ^lOHAMMAl) Yakujj 

(0) I^Ir. K. 0. Boy 

(10) Lioiitciinnl -Colonel K. A. J. Giuney 

(11) Sir pRicDivRic Gauntlett, Auditor General 

(12) Tlio Ho?f ble Mr. E. Buruon, Financial Secretary 

(13) Mr. J. E. C. Juices, Controller of Civil Accounts . . 

(14) !Mr. 0. A. Travers, Accountant General, Central 
Bevenues. 

(15) Mr. A. C. Badenoch, Director of Commercial Audit V Were also present. 

(16) iih. T. K. PwVTAGOi’AixAN, Officer on Special Duty, 

Finance Department. 

(17) iVIr. P. i\I, Bau, Audit Officer, Indian Stores De- 
partment, 

(18) Mr. B. Nehru, Deputy Auditor General ..J 

lyir. A, H. Lloyd, Member, Central Board of WiUiess. 

Bevenue. 

48. The Committee took up the consideration of the Appropriation Accounts 
relating to the Central Board of Bevenue together with the relevant paragraphs 
of the Appropriation Keport of the Accountant General, Central Bevennes and 
of the Auditor General’s letter in that connection. 

49. Appendix 111, item 5. — ^Mr. Lloyd said that the subject might be divid' 
ed into the two parts, first, the improvement of the immediate check upon 
appraisements at the time when bills of entry covering the goods are being put 
through and second, other checks which might be regarded as audit checks. 

As regards the first part, the Committee was informed that with efiect from 
1st April 1929 a large number of superior officers described as Principal 
Appraisers have been appointed at Calcutta and Bombay to ensure that 
every appraisement is scrutinised by a superior officer immediately after 
the original appraisement, and the results of the experiment were being 
watched before introducing the scheme in other ports. He considered 
the second part of the scheme as less urgent and said that the report of the 
officer on special duty in the Finance Department was now under the consider- 
ation of that Department. Mr. Burden mentioned that he had not satisfied 


Chairman-. 


yMemhers. 


J 

■1 



liimsolf on the meriis of tlic Kclicme or nocussit.y, that lie proposed to diaenss 
the question with hlr. Eajngopalan ns soon as possible and proposals would very 
probably be placed before the Standing Finance Committee in the cold weather 
with the prospect of the scheme being introduced with ehect from next financial 
3 'cnr if the Standing Finance Committee approved of the scheme on its merits 
and also if funds could be provided in the next year’s budget. ]\Ir. Kajagopalan 
ex]'>laincd that the recurring exj^enditure of his scheme,, which included not 
<mh' the customs but also the other Departments under the Central Board of 
Fevenue, was estimated at about. Bs. lakhs ]ier annum. The Auditor General 
explained that, tlie main difTerence la't wocn the. present .system and the jwoposed 
system was that whereas umh'r t he present .‘^y.stem audit is conducted by one 
ofiicer who tours tlirougliout. India, under the ])roposed sy-stem a small number 
of people would lu*. working diree.tly ami ])ermancntly in some of the more impoit- 
ant Cu.^ioms 11 OUSTS and tlial an exjx'riment of the now .system was introduced 
in Calcutta in 192.5. the main advantage of the new system being tliat it enabled 
the ofiicor to pick u)) jioints in wbicb it was .still possible to obtain money for 
goods wbicb bad been under-valued or under-assessed, wbcrca-s under 
the old system all that, could be done was to obtain the orders of the 
superior authority as to the correct method of valuation in the future. The 
Chairman desired to Icnow whether the experiment at Calcutta paid for itself. 
The Auditor General explained" that the experiment at Calcutta practically 
paid for itself in the first year and that no .statistics have been collected for 
later years. He promised to furnish the figures for the first year. He also 
.emphasised that tlic value of audit can never be detennined merely by the 
actual recoveries effected but by the deterrent effect upon the people through 
whom the money must come. The Chairman suggested and the Committee 
agreed that it is, as a matter of principle, desirable that the most efiective form 
of audit should bo applied, but that the cost must be taken into account and 
in this partic\ilar case the Committee was prepared to give the Finance Depart- 
ment an opportunity to study the details more thoroughly before making a 
final recommendation. It also desired that an early decision should be arrived 
at by the Finance Department. 

50. Appendix III, item 9. — ^Tbe Chairman explained that a full list of 
necessary amendments to the Sea Customs Act bad now been fully settled 
and that the question of what form of legislation should be introduced and when, 
would he settled in the coxirse of the following week. 

Grant 73 — Refunds. 

51. Paragraph 25 of the Accountant General, Central Revenues' Report and 
page 439 of the Appropniation Accounts. — ^Mr, Lloyd explained that the excesses 
in these cases were mainly due to unforeseen causes, such as judgment of the 
High Court, etc. He, however, promised to draw the attention of the Com- 
missioners of Income-Tax to the fact that they must not he misled into thinking 
that because payment in the case of refunds has to be made regardless of budget 
considerations, there is any less urgent need to obtain additional appropria- 
tions as soon as the necessity is foreseen. In this connection, the Auditor 
General called attention to several cases in which the Finance Department 
refused to sanction additional allotments in March. Mr. Burden explained that 


* This was done at the next meeting. 
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lotli Jniiuary was the latest date by whicli proposals for re-appropriations and 
supplementary grants should normally reach the Finance Department but that 
m special cases proposals are accepted up to the 10th Marcb and in very excep- 
tional cascy up to the 20th March, after v/hicli no such proposals are taken into 
consideration. He said that it was essential to prescribe a date in order to pre- 
vent a flood of applications on the 31st March. The Committee desired that 
the Finance Department, should consider whether in the case of non-voted 
refunds which arc inevitable items of expenditure, re-appropriations and addi- 
tional appropriations may not be sanctioned till the 31st March. 

Grant JG— Customs. 

52. i\Ir. Das raised certain questions about the Viramgam Customs line 
and the position was explained to liim by the Chairman. 

53. Paragraph 25 (a) of the Auditor GeneraVs htier and jjage 48 of the Appro- 
priation Ac^.ounts, — The position was exqflained by Mr. Burdon as follows: 
Under the arrangement in force at present, wdien a new item of expenditure is 
sanctioned and it is not possible to meet it by re-a])propriation, funds to cover 
it are sanctioned from the small single reserve at the disposal of the Finance 
Department and a supplementary grant is obtained from the Legislative 
Assembh’ later on. There arc thus two grants to cover one item of expenditure 
and one of them has to be surrendered. Hitherto the grant given by the 
Legislative Assembly w'as surrendered but he was now inclined to think that the 
procedure should be the reverse and that the correct procedure woidd be to .sur- 
render the appropriation from the reserve. He stated that that procedure would 
be followed in future. As regards the question whether the reser\m serves any 
purpose, it was explained that the real object of having a reserv'e is that, if 
there is no reserve and in any individual case the expenditure cannot be met by 
re-appropriation, a supplementary grant obtained for meeting that expenditure- 
will cause an excess over the total budget provision for expenditure during 
the year, whereas if, in similar circumstances, there is a reserve, that result 
need not ensue and on that groxmd it was desirable to have a reserve. He 
agreed to refer the matter to the Auditor General for any further comments. 

54. Paragraph 25 (b) of the Auditor GeneraVs letter and page ^ of the 
Appropriation Accou 7 its.--The Auditor General explained that in a great 
many cases he has called attention to cases of over-budgeting so that executive 
authorities may notice this point and take action to reduce the budget pro- 
vision in future under those heads and that it was not necessary for the 
Committee to go into each and every such item. Mr. Burdon explained that 
as regards the provision for pay of establishments, instructions were issued 
by the Finance Department in September 1928 to Accounts Officers to propose 
lump cuts xmder this head with reference to the previous actuals and that 
when two or three years’ results are available, it should be possible to arrive 
at a lump cut which would approximate very closely to the results. 

Grant IS^SaU, 

- 55. The Auditor General called attention to the very large savings in 
the: grant for the Northern India Salt Revenue Department. Mr- Lloyd 
said that there was a progressive improvement in accuracy of budgeting 
and he expected' the 1928-29 results to show a further improvement ; 
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that in a inamifacturiug Department like this it was extremely difficult to 
frame an accurate budget, as expenditure must automatically depend on the 
output which itself depended on a number of factors. He, however, recog- 
nised that there has been some over-budget ing and said that he was constantly 
trying to bring it down. 

56. Paragraph 27 (c) oj the Auditor GcncraVs Idler ami page 02 of Accou7it- 
aat General, Central lievenuer;' Peport. — The Chairman said that subsequent 
experience has proved that the stock was unduly low and that every possible 
effort was being made to increase it. He also referred to the fact that nearly 
ten lakhs of maunds of .salt were washed away by the floods this year. 

57. Paragraph 27 (/) of the Auditor General’s letter and. page 02 of the 
Accountant General, Centra' Pcvenucs’ Peport. — ^Ir. Lloyd explained that 
salt was made in two dift'erent ways — (1) rock salt taken from the ground, 
as in Khewra, etc., and (2) by evaporation. In the first case, payment is 
made b}^ weighment ; in the latter ease salt is taken in truck ’loads of known 
capacity, levelled off at the top and that is regarded as a sufiiciently accurate 
approximation to the actual weight. As a justification for this practice he 
pointed out the disproportionate cost which would be involved if salt was to 
be weighed in as well as out in these cases. The cost of the manufacture 
of salt is only one or two annas jier maund and the cost of weighment works 
out to about 4 pies a maund. 

The Committee adjourned at this stage to 11 a.m. on Wednesday, the 
14th August 1929. 


Hin.PBFir.I) 
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Proceedings o! the fifth meeting of the Public Accounts Committee held on 
Wednesday, the 14th August 1929, at 11 a.m. 

Present ; 

(1) The Hon’ble Sir George Schuster. Chairman. 

(2) Mr. T. A. K. Shervani. 

(3) Mr. B. Das. 

(4) Mr. S. C. Mitra. 

(5) KmiAR Ganganajtd Sinha. 

(G) Mauh-i Abdul IMatin Chaubhury. 

(7) Mr. K. C. Neogy. 

(8) Maulvi ^Mohammad Yakub. 

(9) m . K* C. Boy. 

(10) Sir Frederic Gauntlett, Auditor General. . " 

(11) The HonMjle Mr. E. Burdon. Financial Secretary. 

(12) Jlr. J. E. C. Jukes, Controller of Civil Accounts. 

(13) Mr. 0. A. Tr.-vvers, Accountant General, Central 

Be venues. 

(14) Mr. A. C.Badenocii, Director of Conunercial Audit. ^-Were also jiresent. 

(15) Mr. T. K. Bajagopalan, Officer on Special Duty, 

Finance Department. 

(16) j\Ir. P. M. Bau, Audit Officer, Indian Stores De- 
partment. 

(17) I\Ir. B. Nehru, Deputy Auditor General. J 

!Mr. A, H. Lloyd, Member, Central Board of Bevenue. Wiincss. 

58. The Committee resumed the discussion of the Appropriation Accounts 
relating to the Central Board of Bevenue. 

Ghmit 18 — Salt. 

59. Paragraph 27 (1) of the Auditor General’s letter and page 74 of the Appro- 
priaiion Accounts, paragraph 1. — ^Mr. Lloyd admitted that there has been over- 
budgeting and said that the Central Board of Bevenue is constantly communi- 
cating with heads of Departments on this point and impressing on them the 
necessity of budgeting more closely. The Auditor General explained that such 
cases were brought to notice by audit in order that the persons responsible for 
checking the estimates at headquarters may make a cut under the particular 
beads. 

60. Paragraph 27{m) of the Auditor General’s letter and page 74 of the Appro- 
priaiion Accounts, paragraph 2. — Mr. Lloyd explained that the re-appropriationS 
were sanctioned to meet the cost of the Viramgam Customs establishment but 
the head of the Department did not scrutinise as the work proceeded whether 
the re-appropriations were in fact necessary. The case was a special one for the 
circumstances were exceptional. 


yMenibers. 


J 
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61. Paragraph 27 (?i) of the AwUtor General’ s-lcUcr and pages 75 and 76 of the 
Appropriation Accounts. — The Chairman explained that the policy of Govern- 
ment is not to make a profit but to sell the salt at cost price. Therefore, if the 
Committee wished to check the efficiency of the department they should scruti- 
nise rather costs than profits. It was also explained that in view of the losses 
incurred in the last 3 years prices have recently been raised and that these prices 
have been fixed not directly with reference to the cost of production in a parti- 
cular source but so as to arrive at a cost of production at each somce which 
shall enable markets which can most conveniently be supplied therefrom to be 
so supplied and yet keep the average sale price throughout the Department 
equal to the average cost of production. The Committee then discussed 
various items in the cost sheet of salt on pages 68 and 69 of the Appropriation 
Accounts and the Sambhar Development and Khewra electrification schemes. 
The Committee agreed to insert a passage in the report to the efieot that an 
examination of the accounts for 1927-28 reinforces the recommendation -made 
by the Committee in paragraph 18 of their report last year and that the Com- 
mittee reserves further recommendations imtil it has had an opportunity of 
considering and examining a special full report on the commercial results which 
is to be placed before the Committee next year. It was also agreed to leave the 
form of this special report to be settled by the Director of Comihercial Audit in 
consultation with the Central Board of Revenue. Mr. Das suggested that the 
discussions in the Committee during the last few years on this subject should be 
forwarded to the Tariff Board and this was agreed to by Mr. Lloyd. The 
question of introducing commercial system of accoimte in Government salt 
producing sources in the provinces was then discussed and Mr. Lloyd promised 
to undertake an examination of the question. The Committee desired to record 
that the commercial system should be introduced in all other Government salt 
producing undertakings. 

Grant 19 — Opium. 

62. Paragraph 28 (d) of the Auditor General’s letter and page 81 of the Appro- 
priation Accounts, note 2. — ^Mr. Lloyd explained that this was neither a new 
service nor a new instrument of service but only a replacement. The Auditor 
General suggested that in the circumstances it need not be treated as a “ new 
service ” and that the Committee need not go into further details. The Com- 
mittee agreed. 

The Committee adjourned till 11 a.m., on Thursday, the 15th August 1929. 
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Proceedijigs of Hie siKth meeting of the Public Accounts 
Committee held on Thursday, the 15th August 1929, at 
11 a.m. 


PBESE^'T ; 


(1) Tlio Hon'blc Sir Geohoe Schuster. 

(2) I\Ir. T. A. K. vShkrvani. 

(3) Mr. B. Das. 

(4) Mr. S. C. Mitra. 

(5) KuiMar Gaatjaxaxj) Sinha. 

(6) IMaulvi Abdue jMatin Chaudhury. 

(7) i^Ir. K. C. Neoov. 

' (8) Maiilvi Mohammad Yakub. 

(9) Mr. K. C. Roy. 


Chairman. 

' ' 

>Memhm. 


(10) Sir Frederic Gaunteett, Auditor General. 

(11) The Hon’ble Mr. E. Burdon, Financial Secretary. 

(12) i\Ir. J. E. C. Jukes, Controller of Civil Accounts. 

(13) Mr. 0. A. Travers. Accountant General, Central 

Revenues. 

(14) Mr. T. K. Rajagopalak, Officer on Special Duty, 

Finance Department. 

(16) Mr. P. M. Rau, Audit Officer, Indian Stores Depart- 
ment. 

(IG) Mr. B. Nehru, Deputy Auditor General. 




I^Were also 
f present. 


Mr. T. Ryan, Secretary, Industries and Labour 
Department. 

Lieutenant- Colonel F. C. Shelmerdine, Director, 
Civil Aviation. 

Lieutenant-Colonel K. M. Kirkhope, Chief Controller 
of Stores. 

Rai Bahadur J. P. Ganguli, Under Secretary, Indus- 
tries and Labour Department. 

Mr. R. R. Rears, Assistant Chief Controller of Stores, 
Indian Stores Department. 


y Witnessed. 


63, The Committee took up the consideration of the Appropriation 
Accounts relating to the Department of Industries and Labour. 


Grant 60 — ^Aviation. 

64. Paragraph 19 of the Home Auditor'’ s Report on the accounts of the 
Secretary of State. — ^As regards the payment of £65,000 in 1927-28, Mr. Bmdon 
explained that the work was in essence a contribution work, where, under 
our own procedure, prepayment by the party on whose behalf the work w 
constructed is normally necessary. As regards the accounting point, the 
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Auditor General said tliat lie lias written to the Home Auditor stating that 
a departure from principle was made merely to meet jiractical difficulties 
that were apprehended. 

Grant 47 — Mf/teorology. 

65. Paragraph 43 of the Auditor GeneraVs letter . — The Committee was 
informed that a lump provision was made in the budget for all expenditure 
including Works in connection with the transfer of the headquarters of the 
Department to Poona. 

Mr. Das then pointed out that the expenditure on this subject was 
growing in spite of the rcconunendations of the Inchcape Committee to abolish 
the Department altogether and enquired whether the Military Department 
was bearing any portion of the expenditure for services rendered to the Eoyal 
Air Force. As regards the first jioint, the Chairman said that although as 
responsible for the finances of the countiy at present he must search every 
where for possible economieSj he thought it would be a very regrettable thing 
if India were to fall behind the rest of the world in its scientific sendees of this 
kind. He also pointed out that ihc need for a meteorological service in 
connection with aviation had developed considerabl}’’ since the time of Lord 
Inclicape’s report. As regards the second point, he desired to have a report 
next year analysing the services which were rendered by the Department 
to the Koyal Air Force and the reciprocal sendees rendered by latter in the 
study of meteorology, new routes for Civil Aviation or otherwise. The report 
should mention specifically those activities which the Department would 
not have imdertaken but lor the Royal Air Force. The Chairman deprecated 
any attempt at meticulous accuracy as regards claims and counter claims 
dining the present experimental period. 

Grant 66 — Indian Stores Df.partment. 

66. Colonel Kirkhope explained in detail why his Deiiartment was not 
self-supporting at present and said that it was not likely to be self-supporting 
until he got more orders from the Army and Railway Departments. He 
regarded the latter as holding the key to the situation and asserted that 
unless all Railwa)^ orders were passed through his Department, it could not 
pay its way. He also explained in detail what is being done by the Depart- 
ment in the matter of assistance to and encouragement of Indian industries. 

The Committee then adiourned for lunch till 2-30 p.n. 
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Proceedings of the seventh meeting of the Public Accounts 
Committee held on Thursday, the 15th August 1929, 
at 2-30 p.m. 

Present : 

(1) The Hon’ble Sir George Schuster. Chairman. 

(2) Mr. T. A. K. Shervant. ' • 

(3) Ml'. B. Das. 

(4) Mr. S. C. Mttra. 

(o) Kumar Gangananu Sinha. 

(6) i\Iaulvi Audul ^Lvpin Chauuhury. y MemJ)ers. 

(7) Mr. K. C. Keogy. 

(8) Mauivi JTohammai) Yakub. 

(9) Mr. K. 0. Boy. 

(10) Lieuteuant-C'oloiiel H. A. J. Gidney. 

(11) Sir Frederic Gauntlett. 

(12) The Hon’ble Mr. E. Buruon, Financial Secretary. 

(13) Mr. J. E. C. Jukes, Controller of Civil Accounts. 

(14) Mr. 0. A. Travers, Accountant General, Central 

Revenues. 

(15) ]\Ir. T. K. B AJ agopalan, Officer on Special Duty, > .Were also pre* 

Finance Department. j sent. 

(16) Mr. P. M. Rau, Audit Officer, Indian Stores De- 
partment. 

(17) ]\'Ir. B. Nehru, Deputy Auditor General. 

Lieutenant-Colonel K. M. Kirkliope, Chief Control-'] 
ler of Stores, Indian Stores Department. | 

Rai Bahadur J. P. Gangult, Under Secretary, 

Department of Industries and Labour, 
hir. R. R. Rears, Assistant Chief Controller of 

Stores, Indian Stores Department. Witnesses. 

Mr. Tin Tut, Deputy Secretary, Department of 
Industries and Labour. 

hlr. E. V. Gregory^, Assistant Controller of Sta- 
tionery and Printing. 

67. The Committee resumed consideration of the Appropriation Accounts 
relating to the Department of Industries and Labour. 

68. As regards Indianisation, Colonel Kirkhope explained that (1) there 
were now 30 Indian and 33 non-Indian Gazetted officers against 2 Indians and 
14 non-Indians in 1922, (2) there were difficulties in getting Indian applicant 
who had been through a proper worlrshop training and this limited the possibi- 
lities for filling all the appointments from among Indians, and (3) in order to get 
over this difficulty they were now trying to provide facilities for giving practical 
workshop training to Indians. 

69. Mr. Das pointed out that the figures of net loss in the worldng of the 
Department as given in the Administration Report differed considerably from 
the figures in the Appropriation Accounts of the Accountant General. As it was 
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found difficult to reconcile the two sets of figures, the Committee desired to 
record that in future the two sets of figures should be prepared on the same or 
at least a reconcilable basis, and that next year a report, prepared in collabora- 
tion with the Audit Officer, should be placed before the Committee reconciling 
the two sets of figures for previous yeais. 

70. A suggestion was made that the Committee should recommend that 
the Government of India should order the various Departments to place more 
orders with the Indian Stores Department or that a Committee of the Assembly 
should be appointed to consider the future of the Department. The Chairman 
stated that he was in sympatliy wdth the general intention of the recommend- 
ation, but he suggested, with the approval of the Committee, that consi- 
deration of the exact wording to be adopted should stand over until the time 
came for drafting the report. 

Grant 43 — Geological Survey. 

71. Paragraph 44 of the Auditor General’s letter. — The Committee was 
informed that since 1928-29 the question of lump cuts under individual heads has 
been adopted. 

Grant 59 — Industries. 

72. Paragraph 51{a) of the Auditor General’s letter. — ^As regards the large 
savings under the head, the Committee was informed that the school was start- 
ed only in 1926 and there were no previous actuals available to guide them. 

Grant 71 — Stationery and Printing. 

73. Paragraph 58{a) of the Auditor General’s letter. — The Committee was 
informed that orders have since been issued to the Managers of Presses that 
• they should not reject the advice of the Pay and Accounts Officer without re- 
ference to higher authorities. 

74. Paragraph 58{h) of the Auditor General’s letter. — ^Mr. Rajagopalan in- 
formed the Committee that the revised rules governing the provision for depre- 
ciation issued in August 1928 will improve matters. 

The Committee adjourned till 2 p.m., on Friday, the 16th August 1929. 
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Proceedings, of the eighth meeting of the Public Accounts 
Conjinittee held on Friday, the 16th August 1929, at 2 

p.m. 


Present : 

(1) The Hon’ble Sir George Schuster. Ghairmm, 

(2) Mr. T. A. K. Siiervani. 

(3) Mr. B. Das. 

(4) Mr. S. C. Mitra. 

(5) Kninar Ganganand Sinha. 

(6) Maulvi Ardul hLmN Chaudhury. 

(7) Mr. K. C. Neogy. 

(8) Mniilvi MoHAisurAi) Yakub. 

(9) Mr. K. C. Roy. 

(10) Sir Frederic Gauntlett, Auditor General. ^ 

(11) The Hoii’ble j\Ir. E. Burdon, Financial Secretary. 

(12) Mr. J. E. C. Jukes, Controller of Civil Accounts. 

(13) Mr. 0. A. Travers, Accountant General, Central 

Revenues. 

(14) Mr. B. Nehru, Deputy Auditor General. J 

Mr. A. M. Rouse, Chief Engineer, Delhi. 

Mr. A. Brebner, Superintending Engineer, Simla, 

Imperial Circle. 

Mr. T. K. Ra.tagopalan, Officer on Special Duty, 

Finance Department. 

Mr. V. Narahari Rau, Undersecretary, Foreign and Witnesses, 
Political Department. 

Rai Sahib Chuni Lal, Foreign and Political Depart- 
ment. 

Bai Sahib Rama Nand, Foreign and Political De- i 
partment. J 

75. The Committee resumed discussion of the Appropriation Accounts 
relating to the Department of Industries and Labour. 

Grants 22 and 86 — Irrigation. 

76. The Auditor General explained that the accounts under these grants 
were considerably complicated by the decision ivhich was come to to make 
adjustments of the cost of certain canals merely in the administration accounts 
outside Goveriunent accounts whereas the budget contemplated that the 
adjustments would be made in the Goverimient accoimts themselves and that 
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the amounts involved being quite large ittlirew out vet)’^ considerably the, vliole 
o( the accounts. A number of large variations were due to this fact. 

77. Para(jra])h J3 (d) of the An(Jitor General’s letter . — The Accountont 
General. Central l^evenuesj explained that this suspense head was introduced 
in 1926-27 ns the statement of establishment charge.s paid in England by the 
High Commissioner was received too late by the. Accountant General, Punjab, 
to make the adjustments in the nccount.s of the year. The Auditor General 
promised to look into the matter. 

78. As regards over-budgeting under thi.s head, Mr. Brcbner agreed that 
a larger lump cut could be made in future. 

79. ParaprajiJi o on jxifjc J fit of the Appropriation Aeco}tnt.s.— -^h'. Brebner 
explained that a portion of the surplus stocks was used u}) in 192d-29 and 
1929-30 and that they have circulated a list of the remaining surplus to the 
engineers of neighbouring provinces and asked them vhether any jmrtion is 
required by them. 


Guaxt 69 — Civil Wouks. 

SO. Itriits 17 and 26 of Appendio- 77 to the Peporf of the Public Accounts 
Cornmittee for 1927-28 . — The Auditor General explained that Fundamental 
Paile 45 has been re-drafted and supplemcntar}" nile.s have been published 
and that, all the accounts oflicer.s vcrc now at work applying the siqiplement- 
ary rules to the various rentals that have been charged for some j’cars past 
and trying to determine how much i.s to be refunded or how mucli is to bo 
recovered. In reply to ^Ir. Boy, the Chairman said that it would hardly be 
possible to asse.ss the cfTect of the reductions in the rental of Government house.s 
effected under these rules in depreciating the value of non-Govcxnment pro- 
pert)* in Simla. The question was hardly relevant to ihe t.'sk of the Com- 
mittee but, speaking for himself, he could not sec how the gmuting of certain 
concessions to Government officers in respect of Goveii'n'c-nt h(>us'’- could be 
held to depreciate the value of other houses, 

81. Paragraph 56 (h) of the Auditor GencraV< 7i;e Commit tco dis- 

cussed the recurring loss due to theproviMon of res-dc-;:-- in Si.od;! fo.r the 
members of the Indian Legislature. The CV*:,:::.:::-;-: cj: "'J wb]; remark 
in the last sub-paragrajih of paragraph 3 oi' r./.x: 'f tlo- Approjir;a';:r: 

Accounts that no further rules regarding th- : rk.rti:;- i'(;verniilL’ rre ..ikt- 
ment of quarters to the members were rhero v.,.- -'k" 

in enforcing these rules, it might be de?:r.:'k c Commit*^ - . L--r>- 

lature should be appointed to deal vrrh f-v, 

82. Paragraph 56 (1) of the AvPt?- a v;y.. ' 

the Appropriation Acco'ants . — The '-e- -^r. '-'--.d 

were issued by the Govemmex: el Zzdli r. A-rf 

explained that a number of thesrCi.S'is'T/.; : r- A .-." Vrr -‘iV-'r -’ .- f 

the accounts organksatioc fer tic 

gineer liad not adequate -• i .•-- • • “'.ill' 

they have now got a f-rtar' s'-'v-'- r ' 

not likely to be nun-ertci ft ' " "•* ' ■ 
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83. Paragraph 56 (m) of the Auditor GeneraVs letter and page 370 of the An- 
propriatwn Accounts. —The Committee was informed that the case has since 
been disposed of and that the whole incident arose from a misconception 
the executive engineer having reported a number of buildings as rentable 
while they were not really rentable. 

8'L Paragraph 56 (n) of the Auditor GeneraVs letter and pages 373 
and 374 of the. Appropriation Accounts.— T \\q Chief Engineer informed the 
Commif.lce that ho had gone into the matter thoroughly and placed the whole 
case before the Government of India whose orders are* awaited. 

85. Paragraph 56 (c) of the Auditor GeneraVs letter and pages 351- 
852 of the Appropriation Accounts.— there was not sufficient information 
before the Committee to consider whether any of these are items of “ new 
service . it was agreed that the Auditor General should be requested to furnish 
a memorandum to the Committee in future years giving a collection of doubt- 
ful cases with full explanation. The Committee desired to confine itself this 
year to the specific items mentioned in paragraph 19 of the Auditor General’s 
letter. 


Grant 92. — Delhi Capital Outlay. 

86. Paragraph 79 (c) of the Auditor GeneraVs letter and pages 6oi and 655 
of the Appropriation Accounts. — The Committee was informed that (1) orders 
on the case relating to petrol have been passed, (2) the case relating to kerosene 
oil was still under the consideration of the New Capital Committee, and (3) the 
discrepancy in the case of belting was due merely to misposting. As some of 
the members desired to recommend that such cases of shortage should be 
immediately reported to the police, Mr. Burdon explained that the memoran- 
dum recently issued by the Finance Department setting forth the fundamental 
principles regarding disciplinary action to be taken in the case of frauds and 
fosses prescribed the action to be taken in such cases. The Committee there- 
upon agreed that no further action w'as necessary. 

The Committee noted the serious delay in the cases dealt with in this 
paragraph and in paragraphs 82 — 84 above. 

87. Paragraph 79 (b) of the Auditor GeneraVs letter. — ^iVIr. Rajagopalan 
accepted the Auditor General’s criticism and admitted that he should have 
made a bigger lump cut but for certain special considerations which were explain- 
ed to the Committee. 

88. Paragraph 79 (d) of the Atiditor GeneraVs letter and item {c) on page 652 
of the Appropriation Accounts. — The Chief Engineer explained that the figures 

for surplus stores were based on the information furnished by executh e engin- 
eers who did not take into account the fact that stores surplus in one division 
can be used in other divisions. The Committee noted the need of coordinating 
the information thus received by the Chief Engineer. 


Grant 75— Baluchistan. 

89. Paragraph 19 of the Auditor GeneraVs letter — Pearmament of 
Peshin Police— Mt. Narahari Rau explained that funds were voted bv 


Assomblv in 102r)-27 and that, tho alorcs were actually supplied in that year 
but owing to some delay the dcl)it was raised by tho Military Department in the 
following year. The Aiiditor General was of opinion that an item for which 
money had been voted by t he Assembly in a previous year with the concurrence 
of the Standing Finance Commit t ee .‘should not be treated as a “ new serince 
merety because the expenditure was incurred in another year. The Com- 
mittee agreed with this view. 

Guakt (>0 — Civil W'ohks. 

90. Paragraph -56 (e) of the Auditor GcucraVs letter and pofio Soo. jiaragwph 
10 of the Appropriation Accounts. — Tho Committee was informed that the 
buildings wore handed over free to the Durbar as there was no market for them 
and as the land on which they stood was .sU])]')liod by t he Durbar without rent for 
over a hundred years. 

91. Page 353, paragraph of the Appropriation Aceounis. -Ihe Com- 
mittee was informed that the roads were handed over to the States in order to 
reduce the expenditiue of tho Government of India on the maintenance of 
roads in the Central India Agency, the particular roads not being of .sufficient 
importance to the Government of India to justify the expenditure incurred on 
their maintenance. 


Bangalore, 

92. Paragraph 73 of the Auditor GeneraVs letter. — The Committee was in- 
formed that the attention of the Resident has been drawn to the serious ir- 
regularity and instructions have been issued to avoid such irregularities m 
future. 

Grant 30 — Foreign and Political Department. 

93. Paragraph 35 of the Auditor GeneraVs letter. — The witness agreed 
that a lump deduction should be made in future for probable savings. As 
regards the excess under " Travelling Allowance ”, the Committee was in- 
formed that instructions have been issued to the officer in charge to get a pro- 
gramme of their tours from the Secretaries in advance and evaluate the cost of 
such tours by reference to the Railway administration. 

The Committee then adjourned till 11 a.m. on Saturday, the 17th August 
1929. 
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Proceedings of the ninth meeting of the Puhhc Accotmts 

Oomniittee held on Saturday, the i7th Axigust 1829, at 11 

a.m. 


PRESEKT ; 


(1) Iho .Hon blc Sir George Schuster. 

• -) Mr. T. A. K. Shervaxi. 

(3) Mr. B. Das. 

(-1) Mr. S. C. i\hTRA. 

(b) Kumnr Gaxgaxand Sixha. 

(G) i\faulvi Abdul I^Iatix Chaudhdry. 

(7) i\[r. K. 0. Neogy. 

(8) I\laulvi JIoiEV-MMAi) Yakub. 

(9) .Mr. K. C. Roy. 

(10) Lioiitouant-Coloncl H. A. J. Gidxey. 


Chairman. 

I 

yMemhcrs. 


(11) Sir Frederic Gauxtlett, Auditor General. 

G2) Tlie Hoifble Jlr. F. Burdon. Financial Secretary. 

(13) Mr. J. E, C. Jukes, Controller of (}i\Tl Accounts. 

(14) !Mr. 0. A. Travers, Accountant General, Central >WereaIso 

Revenues. present. 

(lo) Mr. A. C. Badexocii. Director. Commercial Audit. 

(16) Mr. T. K. Ra.iagop.\lax. 

(17) Mr. B. Kehru, Deputy Auditor General. 


■\Ir. A. B. Reid, Joint Secretary, Department J 

of Education, Health and J.ands. ylFiYRCsses. 

ilr. Ram Ch.akdra, Deputy Secretary, { 

Departmout of Education, Health and Lands. J 


94. The Committee took up consideration of the Appropriation Accotmts 
relating to the Department of Education, Health and Lands. 

95. Item 12 of Appendix II. — Mr. Badenoch explained that so far as the 
Bengal Government vras concerned, commercial system of accounts vras likdy 
to be introduced vith effect from the 1st April 1930, audit would then be pos- 
sible to commercialise the accounts of the central quinine transactions at 
Mungpoo. 


Graxt 21 — Forests. 

96- Mr. Shert-ani raised the question whether the construction of M^daff 

staff quarters mentioned on iiage 111 of Appropriation -^coimts s o 
not be treated as a new service, though its cost was only Bs. 4,/o . 
Auditor General explained that Mr. Shervani’s point was ™ 
amenities for Government servants, the monejr limit should he lower 
non-residential buildings. The Chairman agreed to consider this pomt wnen 

i,\Titing the Report. 
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Grant 46--SuRVEy of India. 

97. Paragraph 42 of the Auditor GeneraVs letter . — As regards the savings 
in this gi-ant, the Committee desired to record that in preparing and checking 
the budgets, the actual results of the previous years should be taken into ac- 
count. 

98. As regards the Store Accounts for Maps, Mr. Badenoch informed the 
Committee that the accounts are under preparation and will be audited by his 
staff as soon as possible after April 1930. 

Grant 49 — Botanical Survey. 

99. Colonel Gidney enquired whether steps cannot be taken to grow more 
oinchona in India and to make India self-supporting as regards 
quinine. Mr. Reid mentioned that the whole cinchona arrange- 
ments were considered unsatisfactory by his Department and that 
nothing could be done until the recommendation of the Royal Commission on 
Agriculture that the production and supply of quinine should be made a fxmc- 
tion of the Central Government was adopted. Mr. Burdon pointed out the 
difiS-Culties in accepting the recommendation of the Royal Commission. The 
Chairman pointed out that at the present moment the Central Government 
are faced with the position of holding large stocks of which they find consi- 
derable difficulty in disposing and that therefore prima facie the occasion 
hardly appears propitious for recommending a costly scheme for promoting 
the production of cinchona. At the same time, he thought that this 
prima facie view of the case was misleading ; but it pointed to this fact — 
that the crux of the problem lies on the consumption side. The position 
in fact is that the Central Government cannot consider a scheme for Gov- 
ernment production of cinchona imless they are assured of an adequate 
demand for consumption ; and action to encomage the demand must rest 
with the provincial Governments. Therefore without the concurrence and 
co-operation of the provincial Governments the Central Government cannot 
move. The impression which he formed from a discussion with the provincial 
financial representatives at a conference in November was that the consmnption 
of quinine in India is unduly small and that the Government ought to do much 
more to distribute quinine and to encourage its consumption in districts where 
malaria is common. Colonel Gidney pointed out that one of the main 
obstacles to the larger sale of Government quinine was the spurious quinine 
which is sold in the markets at a much cheaper rate than Govermnent quinine. 
The chairman summed up the discussion, with the concurrence of the Committee, 
by saying that this was a matter in which the Government of India ought to 
give a lead to the pro\dnces, and that as a first step the Committee might 
recommend to the Government of India to investigate, in consultation mth 
provincial Governments, the possibilities of extending the use of Government 
quinine. 

100. Colonel Gidney then raised the question of verification of stock 
and he was informed by the Auditor General that the question was engaging 
the attention of the Commercial Audit Department and proper arrangements 
will be made as soon as the commercial system of accounts is introduced. 
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Grant 53— Oxinm Scientific Departments. 

• t Auditor GeneraV s letter. —The CommitUe was 

jnfonned tJmt the Irusteos of the Indian Museum were at present receivins 
a hxea grant based on average expenditure and that the Government of India 
were now considering whether tiiere should be substituted for this a OTank 
based on actual expenditure. 


102 Mr. Neogy enquired whether the expenditure at present shown 
under tile head pay of establishments ” represents the pay of the Museum 
establishment directly under the control of Government, The Auditor General 
promised to enquire into the matter. 


103. Page 205 of the Ajjpropriation Accounts. — ^Mr. Keogy enquired why 
the accounts of the Bose Research Institute, Calcutta, alone appeared in the 
Appropriation Accounts while those of other institutes to which grants-in-aid 
are paid did not appear. His attention was drawn to paragraph 9 of the 
A. G. C. R.’s report. 


Grant 55 — ^Medical Services. 

1 04. As I'egards the supplementary grant obtained in March 1928 under 
head A. 6 (2) which led to large savings, Mr. Ram Cliandra explained that the 
circumstances were special. The Organising Secretary of the Congress of 
Tropical Medicines drew before the close of the year the whole amount of the 
grant sanctioned for the Congress under the impression that it was in the 
nature of a grant-in-aid for a iion-Government institution, but the Pay and 
Accounts Officer held that the expenditure in connection with the Congress 
should be treated as ordinary Government expenditure and the Secretary 
had to refund the unspent balance in his hands. 


Grant 57 — Agriculture, 

105. Paragraphs 19 and 49 of the Auditor GeneraTs letter,— Purchase oj the 
Anand Creamery. — ^Mr. Burdon explained the position as follows and said 
that it was for the Committee to say how they would like an item of the kind 
to be treated : — 

“ The facts of the case are that in order to provide facilities for research 
experiment and the training of Indians in dairy work on commer- 
cial lines, the Military Creamery at Anand was taken over by the 
Imperial Department of Agriculture, as a temporary measure, 
for a period of tivo years Avith effect from the 1st October 1925. 
The annual recurring expenditure Avas estimated at Bs. - 2,82,000 
and that for the five months of the year 1925-26 at Bs. 1,27,000. 
With the approval of the Standing Finance Committee a sup- 
plementary grant was obtained from the Assembly for the year 
1925-26, and. the necessary proidsion .was made in the estimates 
for the succeeding year. 

The intention was to work the creamery as a self-supporting concern, 
but the accounts from October 1925 to March 1927 showed that 
a total loss of Bs. 29,000 had been incurred on it. The teaching 
of dairying on commercial lines aa’^ss, however, regarded as a 
service to be properly undertaken by the Government even i 


it. involved some loss. Accordingly, it was decided to acquire 
the creamery permanently for n sum of Its. 60,000 that being, 
the price at which a private firm had ofTcred to purchase it. 
This ex})enditure was met by reappropriation of savings in the 
estimates for 1027-28 ; but audit has raised the point that smee 
it was exjienditurc on a new service not contemplated when the 
budget was framed, a specific sup])lcmentary grant should have 
been obtained as required by rule 50 (I) (ii) of the Indian Legis- 
lative llules. 

The Audit Officer's point briefly seems to be that although the Legis- 
lative Assembly had voted a supplementary grant for the ex- 
penditure of the creamery in J925-26 and also voted funds for 
its expenditure during 1926-27 and 1927-28, this was on the 
understanding that the creamery would be run at a profit and 
that its management by the Imperial Agricultural Department 
would be of the nature of an experiment for a period of two years.- 
The Government of India, however, consider that if the expen- 
diture was not in itself in respect of a “ new service ” it would 
not become so, merel}^ because it was undertaken in the first 
instance as a temporary measure. In their view, the crux of 
the matter seems to be whether or not the Imperial Department 
of Agriculture had undertaken a new activity. This, it is 
understood, was not the case. The object of taking over the 
creamery was to train Indians in dair}’^ work, which is a normal 
activity of the Department of Agricultmo, and the expenditure 
was similar to that which the Legislative Assembly had been 
voting in the past for objects of that nature.’’ 

The Cliairman explained that there were two grounds on which it had been- 
argued that this item should not be regarded as a “ new service ” ; first, that 
as the approval of the Standing Finance Committee had been obtained for 
running the creamery, no further payment in connection therewith need be 
regarded as a “ new service ” ; secondly, that it had merely been taken over 
by one Department from another. As regards the second argument, it was- 
pointed out by the Chairman and the Auditor General, that, though theore- 
tically the whole budget (including both voted and non-voted grants) should be 
considered as a single unit, so that an item provided under the vote for one- 
Department need not on strict technical grounds be treated as a new service 
when it is transferred to another Department, nevertheless if the transfer' 
is (as in the present case) from a non-voted to- a voted Departmental grant, 
this circumstance does in practice import a new factor which, in fairness to 
the Legislative Assembly, ought to be taken into account. Moreover, although 
the transfer of cash was only from one Department to another, it did in fact- 
put the Department receiving the payment into the possession of funds which 
had not been provided for in any budget, which funds might have been disposed 
of on a non-VQ-ted service without .further reference to the Legislature. Turn- 
ing then to the first argument,ut- was' pointed out that the Standing Finance 
Committee had only approved expenditure for nmning the creamery, not for 
its purchase ; that the practical result was that while under the arrangement 
originally contemplated by the Standing Finance Connnittee ' 
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could hfivc tonninfited it at any time witliout any loss except the loss incurred 
on the worlcing during the period approved by them, now that the creamery 
has been purchased, it woidd be necessary to consider not only the working 
loss but also the jiossibility of a loss on disposal of the undertaking. 

The Coininittee agi-eed on both gi-ounds that this item should have been 
treated as a new service 

In reply to further questions, the Committee was informed that the pre- 
sent. Imperial Daily Expert was a very efficient business manager and that 
the Dcpaidmcnt expected to get more technical assistance when’ the Animal 
Husbandry Expert is appointed to the Agricultural Council. 

Grant 58 — Veterinary Services. 

106, Paragraph 50 (a) of the Auditor General’s letter and page 291 of 
the Appropriation Accounts . — The Committee was informed that the officer 
who was mainly responsible was forced to resign and that as regards the sub- 
ordinates, two of them had since resigned and the rest had been censured. The 
Committee was also informed that there had been no allegation throughout 
that there had been any personal misappropriation of funds or that the money 
had not actually been spent on work at the station. 

Grant 82 — Expenditure under the control of the Secretary of State. 

107. Paragraph 68 of the Auditor General’s letter.— Th& Committee was 
informed that there was no double payment but that, at the request of the 
Institute, payment was jmade in January instead of in the following April. 

The Committee then adjourned till 2-45 p.m. 
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Proceedings of the tenth meeting of the Public Accounts 
Committee held on Saturday, the I7tii August 1929 at 

2-4:5 p.m. 

Pebsent : 


(1) The Hon’ble Sir Geoege Schuster. 

(2) Mr. T. A. K. Sheevani. 

(3) Mr. B. Das. 

(4) Mr. S. 0. Mitra. 

(5) Kumar Gangaitand Sinha. 

(6) Maulvi Aedul Matin Chaudhuey. 

(7) Mr. K. C. Keogy. 

(8) Maulvi Mohamivlad Yakub. 

(9) Mr. K. C. Boy. 


Chairman. 


^ Members. 

J 


(10) Sir Frederic Gauntlett. 

(11) The Hou’ble Mr. E. Burdon, Financial Secre- 
tary. 


(12) Mr. J. B. C. Jukes, Controller of Civil Accounts. 

(13) Mr. 0. A. Travers, Accountant General, Central 
Revenues. 


VWere also present. 


(14) ]\Ir. A. C. Badenoch, Director, Commercial 
Audit. 


(15) Mr. T. K. Rajagopalan, Officer on Special Duty, 
Finance Department. 

(16) Mr. B. Nehru, Deputy Auditor General. ^ 


Witnesses. 


Mr. H. A. F. Lindsay, Joint Secretary, Com-"^ 
merce Department. 

Mr. A. deC. WiLLiAikis, Deputy Secretary, f 
Legislative Department. J 

108. The Committee took up the consideration of the Appropriation 
Accounts relating to the Commerce Department. 

109. Appendix II, items 1 and 22. — The practical difficulties in arriving 
at. a decision on these points before the creation of an autonomous church in 
India ivere explained to the Committee by Mr. Lindsay and Mr. Burden. 

Grant 45 — Ports and Pilotage. 

110. Paragraph 19 of the Auditor GenefraVs letter and ptaragraph 35 (i) of the 
A. G. Q. R’s Report, . — The Auditor General explained that the question was 
whether in view of the fact that the items on which expenditmce was actually 
incurred differed so radically from what was contemplated in the budget, 
they should not b ? regarded as new services. lEs own opinion was that they 
could not be treated as new services as the intention from the beginning was 
to acquire the ship and refit it as a training ship. The Committee agreed 
HGICPBFinD 
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that this was a case of defective budgeting rather than one of underfcaMng a 
new service.- . . d, 

111. The Auditor General then asked whether the authority who was 
carry iii^g out the repairs was entitled to spend, without previous sanction, 
three times the amount pro^^ded in the budget, hir. Lindsay admitted 
that the result was clearly indefensible, and said that the first intimation they 
1^1 the Accountant General, Bombay, who noticed the excess when 

the debits for the expenditure were passed on to him by the Controller of 
Marine Accounts and that they then had no option but to provide the money 
by re-appropriation, Mter further examination of Sir. Lindsay the Committee 
arrived at the conclusion that, in the absence of more precise information 
as to details^ of the actual arrangement between the Commerce Department 
and the Marine Department, which Avas entrusted with the work as agents of 
the former Department, it was impossible to say exactly where the blame lay 
or at what point the procedure had become ineffective for the protection of 
the public intere.-t. Mr. Lindsay was therefore requested to furnish early 
next week a full report sliowing exactly what happened and what action was 
taken when the excess came to the notice o' the Commerce Department.' The 
Chair n an expressed the view, with the concurrence of the Committee, that the 
actual result showed that the arrangements made had been seriously defective, 
and that an examination of this case ought to provide valuable les.ons as to 
the sort of regulations which ought to be introduced in order to guard against 
similar results in the future. The case appeared to he an important one and 
it would probably be necessary for the Committee to make a number of serious 
and specific » ecommendations arising out oi it. 


112. Paragraph 41(b) of the Auditor GeneraVs letter . — ^As regards the large 
•savings imder heads E. 2 (o) and B. 2 (9), Mr. Lindsay explained that they 
■were due to the postponement of the purchase of a new lightship for Burma, 
as the recommendation of the Light House Expert to have the old ship repaired 
was under the consideration of the Light House Committee. The savings under 
B. 2 (8) were due to want of data for framing a correct estimate of the cost of 
new arrangements made when the vessel “ Clive ” was withdrawn by the 
Eoyal Indian Marine. 


Grant 61 — Coiumercial Intelligence and Statistics. 

113. In reply to a question by Mr. Das, the Chairman informed the Com- 
mittee that the question of creating Trade Commissionerships in Europe, 
Africa and America was under consideration. 

Ill, This concluded the discussion of the Appropriation Aceounts relat 
ing to the Commerce Depaiiment. The Committee then took up the grains 
relating to the Legislative Department. Mr. Hegoy enquired whether the 
extension of the appointment of the Officer on Special Duty to revise the 
Indian Contract Act was approved by the Standing Einance Committee, am 
Bnrdiin promised to furnish the information at the next meeting. 

The Committee adjourned till 1 1 a.m. on W ednesday, the 21st August 1929. 
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Proceedings of the eleventh meeting of the Public Accounts 
Committee held on Wednesday, the 21st August 1929, 
at 11 aaxn.« 

Present : 

. (1) The Hon’ble Sir George Schuster. 

(2) Mr. T. A. K. Shervani. 

(3) Mr. B. Das. 

(4) Mr. S. C. Mitra. 

(5) . Ktimar Ganganand Sinha. 

(6) Maulvi Abdul Matin Chaudhury. 

(7) Mr. K, C. Neogy. 

(8) Maulvi Mohammad Yakub. 

(9) Mr. K. C. Roy. 

(10) Lieutenant-Colonel H. A. J. Gidney. 

(11) Sir Frederic Gauntlett, Auditor General. 

(12) The Hon’ble Mr. E. Burdon, Financial Secretary. 

(13) Mr. J. E. C. Jukes, Controller of Civil Accounts, 

(14) Mr. 0. A. Travers, Accountant General, Central 
Revenues. 

(15) Mr. A. C. Badenoch, Director of Commercial 

Audit. 

(16) Mr. T. K. Rajagopalan, Officer on Special Duty. 

(17) Mr. B. Nehru, Deputy Auditor General. 

Mr, C. W. Gwynne, Joint Secretary, Home Depart- ") 

menL ■ yWitnesses. 

Mr. S, N. Roy, Deputy, Secretary, Home Department. | 

Mr. Bishen Sarup, Delhi Administration. J 

115. With reference to paragraph 114 of the proceedings of the last meet- 
ing, Mr. Neogy stated that he had satisfied himself that the approval of the 
Standiug Finance Committee was obtained for the second extension of 6 months 
of the appointment, after the first extension of 6 months had abeady been sanc- 
tioned in anticipation of the approval of the Standing Finance Committee. 

The Committee wished to record the view that in the case of temporary 
employment of an officer on special duty more accurate estimate of the period 
required for the special work ought to be possible. In the present case the 
work was estimated in the first place to last only 6 months and had actually 
continued for 18. 

116. The Committee then took up the consideration of the Appropriation 
Accounts relatiug to the Home Department. 

Grant 27 — Stare, Household and Allowances of the Governor 

General. 

,117. Paragrajili 33 of the Auditor General’s letter. — ^Mr. Burdon referred to 
what he said on Tuesday last (paragraph biante) and stated that the question 
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of the lump cut under the head "Pay of Establishments,” including leave 
salary, is one which is constantly under the consideration of the Einance Depart- 
ment. that some instructions to accomits officers were issued in September 
1928, that further instructions will be issued from time to time and that when 
a few \ cars actuals are available under the new system, it ought to be possible 
to make a fairly accurate lump cut. 

lib. The Committee then ascertained some particulars about the Contract 
Allowance of H. E. the Governor General, 

Gkaistt 28 — ExEctn’ivE Council. 

119. As regards the saving under ‘Tour Expenses,’ the Committee was 
informed that the system of evaluation of {utiire liabilities introduced in 1928-39 
should give better results. 

120. The Committee then obtained certain explanations about some 
excesses and saiungs under some of the sub-heads. 

Grant 72— ^Miscellaneous. 

121. Paragraph d9 (e) of ihc Auditor General’s letter. — The Committee was 
informed that the failure to obtain a supplementary grant was due mainly to 
the difficulty of estimatiug with any accuracy the cost of the special trains used 
by the 8ta tutor}’ Commission. 

Grant 76— Delhi. 

122. Paragraphs 6J (a) and (b) of ihc Auditor General’s letter. — ^After some 
discussion the Committee agreed to recommend that the Einance Department 
should enquire into the possibility of improving the present procedure for the 
preparation, of budgets in areas like Delhi where there was a separate Pay and 
Accounts Officer and whose advice regarding lump cuts, etc., especially xmder 
fluctuating charges, should be of great assistance to the Chief Commissioner in 
framing more accurate budgets. 

123. Paragraphs 6 j:{d) and (g) of ihc Auditor General’s letter. — ^The Com- 
mittee eudoi-sed the remarks of the Auditor General. 

I'l-i. Page -509 of the Appropriation Accounts — Sub-Head P. — ^The Committee 
desired that it should he clearly stated in the Demands for Grants and Appro- 
priation Accounts that the expenditure sliown under this head relates to the 
maintenance of gardens in the Dellii city and not to the improvement of agri- 
culture in rural areas. It was siiggestcd that “ Horticulture ■’ would be a 
better heading than '■ Agricultiu-e 

Grant 78 — ^Andamans anh 57icobae Islands. 

I'25. Paragraph 66 (b) of the Auditor General’s letter. — The Chairman re- 
ferred to his suggestion made on several occasions at previous meetings that 
there should be some sort of amiexurc to the Appropriation Accounts dealing 
especially with commercial undertakings, and recommended that all those in the 
Andamans should be included. Mr. Badenoch then explained the position as 
follows : — 

" In the ^hndanians, many more actmties will probably have to be com- 
mercialised. There is not only the forest and the dockyar , 
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but also the bakery and the slaughter-house.' There are also two 
ships at present, for which 'pro forma accounts are sent to the 
Accountant General, Central Eevenues. That Officer, however, 
has found it impossible to audit them. They are included in this 
report but they are admittedly inaccurate. About six months 
ago, an officer of my branch spent about three months in the Anda- 
mans and his reports have been submitted through me to the 
Auditor General. The recommendations of the Auditor General 
thereon wdl shortly be submitted to the Government of India. 
Our general suggestions are that these accoimts should be com- 
mercialised along the lines suggested by the reporting officer and 
that my stafli should visit the Andamans every year and should 
go into these accounts and audit them before they are placed 
before the Public Accounts Committee. It is extremely impor- 
tant that this should be done. There are valuable forests and 
the Government of India make big sales not only in Calcutta 
but also in Europe.” 

126. Paragraph 6d(d) of the AudiUrr General’s letter. — The Committee 
endorsed the remarks of the Auditor General. 

127. Pages 538 — 541 of the Appropriation Accounts. — ^The Committee de- 
sired that, when considering the preparation of accounts on a commercial 
basis, the Auditor General should consider whether any portion of the loss on 
the Dairy Farm and the Slaughter House can properly be charged against Army 
estimates. 

128. Appendix II, item 21. — ^Mr. Gwynne stated that although a complete 
account of expenditure in connection wth all the Moplah settlers in the Anda- 
mans Islands could hardly be prepared, it ought to be quite possible for the 
additional expenditure on the 12 villages occupied by Moplah settlers to be 
shown separately ; and this would cover the bulk of such settlers. Mr. Gwynne 
undertook that such an account should be prepared. 

The Committee adjomned for lunch tih 2-30 P.M. 
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Proc^dings of meetmg of the Public Accounts 

TO * Wednesday, the 21st August 1929, 


Present : 


(1) Tlie Hon’ble Sir George vSchuster. 

(2) Mr. T. A, K. Sitorvaot. 

(3) Hfr. B. Das. 

(4) Mr. S. C. Mitra. 

(5) Kumar Ganganand Sinha. 

(6) Mauivi Ardul SLitin CriAUDHUBy. 

(7) ]\Ir. K. C. Neogy. 

(8) Mauhn Mohammad Yakub. 

(9) Mr. K. C. Boy. 

(10) Lieiit.-Colonel H. A. J. Gidney. 

(11) Sir Frederic Gauntlett, Auditor General. 

(12) The Hon’ble Mr. E. Burdon, Financial Secretary. 

(13) Mr. G. Kaula, Director of Eailway Audit. 

(14) Mr. B. Nehru, Deputy Auditor General, 

Sir. P. R. Rau, Financial Commissioner, Railways. 
Mr. W. H. Scott, Controller of Railway Accounts, 
Sir. J. A, Tower, Director of Finance, Railways. 


Chairman, 



J 

1_Were also 
r present. 


^IFit^jesses. 


129, The Committee took up the consideration of the Appropriation Ac- 
cotmts of Railways for 1927-28 and the report of the Accountant General, 
Railways, thereon together with the relative paragraphs of the Auditor General’s 
letter forwarding the documents. 

Paragraphs M7 and 148 of the Accountant General’s Report. 

130. Paragraph 4(a) of the Auditor General’s letter . — The Financial Com- 
missioner said that he received a copy of . the special officer’s report about a 
week or ten days ago and that he had not yet gone through it. He promised 
to place before the Standing Finance Committee as early as possible a summary 
showing the recommendations of the special officer and the proposals of the 
Railway Board thereon. He explained that the delay in the preparation of 
the report wms due to the fact that the special officer was expected to prepare 
the report along with other work and consequently he could not devote his full 
time to its preparation. The Committee agreed to record that it was very 
regrettable that a question which was raised by the Public Accmmts Committee 
in 1926 and pressed ever since should be so long delayed. In reply to an 
enquiry by the Chairman whether the recommendations were likely to be 
given effect to in the next year’s budget, the Financial Commissioner said 
that a good many of the recommendations have aheady been adopted and the 
iact that it took two years to publish the report hai naturally detracted from 
its value. The Chairman remarked that it was a somewhat depressing situ^ 
tionif all that the special officer after three years had Leen able to recommend 
had already been introduced without apparently, according to the report of 
the Diiector of Railway Audit, bearing any fruit as regards improvement ol 
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results. The question was then raised by one of the members as to the. rela- 
tive responsibihty' of the Financial Commissioner and the Finance Department 
and the position was explained to him. ' ' 

131. Mr. Das raised the question whether the Bailway Standing Finance 
Committee or the Public Accounts Committee was the proper committee to be 
consulted regardmg a change in the form of the Railway Demands for Grants. 
The Chairman promised to get the point examined in his office and dhected 
Mr. Burdon to prepare a note on the subject. . 

132. Paragraph 147(b) of the Accountant GencraVs Rcport.~Tb& Financial 
Commissioner explained that minor points raised in connection with the re- 
commendations contained in Sir Arthur Dickinson’s report have still to be dealt 
with by the Railway Board and are under examination by the Controller of 
Railway Accounts and that the particular, case referred to in this paragraph 
was in his o^vn opinion more a case of stupidity and the orders aheady issued 
should serve the purpose pending the promulgation of detailed rules on the 
question. 

133. Paragraph 147 {g) ibid. — The Committee was informed that the re- 
commendations of the State Railways Workshops Committee on the piece- 
work and bonus S 3 '-stem are still rmder . consideration. As regards cost account- 
ing, the Financial Commissioner referred to the memorandum printed as 
annexure II to Appendices II and III, copies of which have already been cir- 
culated to the members. 

134. Paragraph 147{A) ibid. — The Committee was informed that the 
contract was examined by the Financial Commissioner himself and that he 
could not discover anything in it which could be held to have facilitated the 
fraud. 

135. Paragraph 147 {q) ibid. — ^Mr. Scott explained to the Committee that 
the crew system as a system was exceedingly good but that he was not satis- 
fied that it was being properly worked at present. The Committee desired 
that the Rahway Board should consider Avhether the crew system should not 
be under the control of accounts department and not of the traffic department. 
The Committee also desired to comment on the delay in the preparation of the 
report comparing the expenditure on the crew system on the lines where it 
was in force and the recoveries made from passengers travelling without 
tickets. This made it difficffit for the Committee to make any final recom- 
mendations on the subject and the Committee therefore desired to have a 
full report next year on the question of the efficiency with which the system is 
being applied and administered. 

136. Paragraph 147{g) ibid. — The Committee was informed that the 
Railway Board had got from the Army Department the information as to the 
procedure in force in that Department and that they were now consulting the 
Railway Administrations whether it would be feasible to adopt a similar pro- 
cedure on the Railways. 

137. Paragraph 147()i) ibid. — The Financial Commissioner said that 
the Finance Department had issued last week orders laying down the general 
principles in connection with contracts and that detailed instructions would 
be issued shortly by the Railway Board. 
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138. Paragraph 147 (i) ibid—Th& Committee was informed that orders 
were issued on the subject only last week, as owing to some oversight the case 
had not been taken up earher by the Eahway Board. The Chairman suggest- 
ed, with the concurrence of the Committee that, in order to avoid such delays 
in future, the Committee might recommend that as soon as the report of the 
Committee appears, each Department should render a return to the Finance 
Department enmnerating the points and recommendations which concerned 
the particular Department and which would receive their immediate atten- 
tion. It would then he possible for the Fiaance Department at once to check 
whether any points had escaped notice. 

139. Paragraph 148(d) ibid . — The Committee was informed that instruc- 
tions have been issued that materials should be obtained strictly in accord- 
ance with the detailed provision in the sanctioned estimates within a reason- 
able time before the commencement of works and that materials not used 
should be returned to the stores immediately. 

140. Paragraph 148(o) ibid . — The Financial Commissioner explained that 
the particular points that came to notice of absence of co-ordmation have 
been set right and that the Director of Railway Audit had been asked to bring 
to notice other points on which action might be required. 

The Committee then adjourned till 11-15 a.m. on Thurdsay, the 22nd 
August 1929. 
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Proceedings of the thirteenth meeting- of the Public Accounts 
Committee held on Thursday, the 22nd August 1929, 
Bit 11-15 a.m* 


Present : 


(1) The Hon’ble Sir George Schuster. 


Ghainmn. 


{2) Mr. T. A. K. Shervani. 

(3) Mr. B. Das. 

(4) Mr. S. C. Mitra. 

{5) Kumar Ganganand Sinha. 

(6) Maulvi Abdul Matin Chaudhury. yMembers. 

(7) Mr. K. C. Neogy. 

(8) Maulvi Mohammad Yakub. 

(9) Mr. K. C. Roy. 

(10) Lieut.-Colonel H. A. J. Gidney. 


(11) Sir Prederic Gauntlett, Auditor General. 

(12) The Hon’ble Mr. E. Burdon, Einancial Secretary. 

(13) Mr. G. Kaula, Director of Railway Audit. 

(14) Mr. B. Nehru, Deputy Auditor General. 


[_Were also 
r present. 


Mr. P. R. Rau, Einancial Commissioner, Railways. 
Mr. W. H. Scott, Controller of Railway Accoimts. 
Mr. J. A. Tower, Director of Einance, Railways. 




141. The Committee resumed the consideration of the Railway Appro- 
priation Accounts and the Accountant General’s Report thereon. 

142. Mr. Roy raised the point whether there was any statutory rule 
authorising the presentation of the Railway budget by the Commerce Member. 
On his attention being imuted to the definition of “ Einance Member ”in para- 
graph 1 of the Manual of Business and Procedure in the Legislative Assembly, 
he contended that there was a certain amount of ambiguity in the matter and 
that the rules were not quite clear on the point. The Chairman thought that 
there was no ambiguity but suggested that the Railway Department should, 
in order to demonstrate the position clearly to the Committee, obtain the 
opinion of the Legislative Department on the subject. The Committee also 
desired to recommend that whenever the Governor . General exercises his 
power of appointing any Member as the Einance Member for the purpose of 
any particular rule in the Indian Legislative Rules, the order of such appoint- 
ment should be laid on the Table of the House. 


Annexure to the Accountant General’s JBepori. 

143. Before dealmg with the particular cases mentfonsd in this Annexurs 
the Einancial Commissioner made the foUowino: statement : — 

“ Last year Mr. Parsons told the Commitree that he would hare sH 
these cases carefully investigated and mat he vrould cmsSsr 
whether it was desirable to admess the Board of Direcrcns u: 
the Company on these Ke had no trms 

into it himself but as sxnss me Assemh^v sesd-r:-’ ws? 
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I "w cnt do'v\"ii’ to Calcutta witli the Director of Civil En- 
gineering of the Eailvay Board (Sir. Lines) and went into all 
tlie Cases myself on the spot. I got hold of the Agent and the 
Cliief Engineer and some other departmental officers of the 
Government such as the Examiner of Accounts to present their 
side of the case. I am in a position now to give the result of that 
investigation. The Railway Board have not yet taken any 
action in this matter because all the information that I wanted 
v.-as not available till the beginning of this month. And then, 
since the Public Accounts Committee meeting was so close at 
hand, I thouglit it would be as well for me to place the facts 
before the Committee so that they could hear the railway side- 
of the case and we may have the benefit of their advice before 
the Railway Board considers what action should be taken. In 
these particular cases I am going to give you the orders that I 
propose to ask my colleagues to agree to.” 

144. Paragra])Ji 2 of the Amwxurc . — The Financial Commissioner ex* 
plained that the Railway Board did not feel that any further action could be 
taken. The Assistant Engineer had only just been appointed at the time 
of the incident and as his subsequent record had been good it did not 
seem justifiable now to take any disciplinary action against him. On the 
other hand the District Engineer concerned has since retired from service. 
The Committee was not satisfied with the explanation and suggested that 
further enquiries should be made to fix the responsibility for the loss of mea- 
surement sheets. As regards the Assistant Engineer, the Committee desired 
(Colonel Gidney dissenting) that an entry should be made in his record of 
service. The Committee recognised that his good conduct since then would 
diminish the efl[ect of such an entry, but they thought that the incident should 
he placed on record, as it might have a bearing in case of any similar incident 
being repeated in tlie future. 

145. Paragraph 6 ibid . — The Committee was informed that (1) when the 
work had been in progress for 21 months and labour had been imported, the 
Government of Bihar and Orissa, for political reasons, asked the Railway to 
stop the work imtil formal acquisition proceedings were completed, (2) in the 
circumstances, the payment made to the contractor was probably not more 
than what the Railway would have had to pay if the matter were referred to 
arbitration, (3) the irregularity, which is a very serious one, was that, m- 
st-ead of making the payment in a straight forward manner, the Superintendent 
of Works entered fictitious measurements in the Measuxemeut Book to sup- 
port’ the payment, and (4) hut. for the fact that both the Superintendent of 
Works and the District Engineer concerned had left service, the Railway 
Board would have insisted on proper disciphnaxy action being taken against 
them. The question was then raised of the adequacy of the Govermnen 
Examiner’s audit. The Auditor General explained that he was not at a 
satisfied with the present sc-ale of audit on Company lines, that he had therefore 
recommended that the system of audit on such lines should be the same as 
that applied at present to the State lines and that the question was now un er 
the consideration of the Finance Department. He felt convinced that an 
increase of the Government Examiner’s stafi would materially enhance 
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efficiency of the work on Companies lines. Jlr. Ncogy also pointed ont that 
the Chief Auditors of the Companies’ lines were subordinate to the Agents 
and did not report to the Railway Board the irregularities detected by them. 
As the Committee had no time to deal with all these cases in detail, it was 
agreed to appoint a sub-committee to go into them. The Chairman promised 
to place before the Committee the terms of reference of the sub-committee. 
As regards the particular case dealt with in this paragraph, the Committee 
desired that legal opinion should be obtained whether criminal proceedings 
could have been undertaken. 

146. Paragraph, 9 ibid . — The Financial Commissioner admitted that there 
was lack of judgment in the matter of the piuchaso of the bungalows and the 
price paid for them. The Committee were not satisfied with the explanation 
and the Chairman observed that the difficulty of taking disciplinary action in 
this case Avas increased by the fact that the purchase was sanctioned by the 
Railway Board. Mr. Burdon suggested that the Financial Commissioner 
should see the most elaborate and modern set of rules drawn up by the Army 
Department regulating the acquisition, custody and relinquishment of State 
lands and building by the hlilitary authorities and consider whether similar 
rules could not be introduced on the Railway side. 

147. Paragraph 11 ibid . — The Financial Commissioner explained the 
facts and stated that the Railway Board had come to the conclusion that 
further action was likely to be of no use, as the officers concerned had retired 
long before the fraud came to light. He also said that the present sys.em of 
purchasing sleepers was entirely different and promised to furnish a memo- 
randum to the Committee explaining the system in detail. 

The Committee then adjourned for lunch till 2-16 p.m. 
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Proceeding's of the four 
Committee held on 
at 2-15 p.m. 


fc^nth meeting of the Public Accounts 
Thiu'sday, the 22nd August 1929, 


, Present:' 

(1) Tlie ifou ’ble Sir George Schuster. Chairman. 

(2) Mr. T. A. K. Shervani. 

(3) m . B. Das. 

(4) Mr. S. C. Mitra. 

(5) Kmnar Ganganane Sinha, 

(G) Maulvi Abdul Matin Chaudhury. 

(7) Ml'. K. C. Neogy. 

(8) Maiihu Mohammad Yakub. 

(9) Lt.-Col. H. A. J. Gidney. 

(10) m. K. C. Eoy. 

(11) Sir Frederic Gauntlett, Auditor General. 

(12) Tlie Honble Mr. E. Burdon, Financial Secretary. (Were also 

(13) IMr. G. Kaula, Director of Railway Audit. fpresent. 

(3 4) lyir. B. Nehru, Deputy Auditor General. J 

Mr. P. R. Rau, Financial Commissioner, Railways. 

j\Ir. W. H. Scott, Controller of Railway Accounts. ^ Witnesses. 

Mr. J. A. Toiver, Director of Finance Railways. ' j 

148. The Committee resumed the consideration of the Railway Appro- 
priation Accounts and the Accountant General’s report thereon. 

149. Paragraph 12 of the Annexure to the Accountant GeneraVs Report. — 
The Financial Commissioner explained that prior to the separation of Railway 
finance, the question whether a particular item of rolling stock should be treated 
as an addition or a renewal was determined more by expediency and depended 
on whether fimds were available under revenue or under capital ; but that since 
the separation, as there was now a depreciation fund to proMde for all renewals, 
particular care was taken to see that no items were treated as additions so long 
as there were any condemned items awaiting replacement. The question of the 
relative responsibility of the Railway Board and the Government Examiner 
as regards the allocation of the expenditure between capital and revenue was 
•then discussed. It was agreed, that, at the time of the preparation of the 
budget estimates, the Railway Board should make an attempt to bring up to 
date the allocation between capital and revenue but that the responsibility 
for checking the actual allocation when the expenditure had been incurred 
should lie on the Government Examiner, to whom all the material necessary for 
making a correct allocation must be made available. 

160. Paragraph 13 ibid . — The Agent’s explanation was stated to be that 
the figures quoted by the Accoimtant General were not really comparable, as 
piece work outturn referred to repetition work while the day work outturn 
covered more complicated work entrusted to highly skilled labour. As the 
explanation was not quite satisfactory, the Chanman suggested, with the 
eoncurrence of the Committee, that the attention of the Manager should be 


^Members: 

t 

J 
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again invited to the Accoimtant General’s remarks and that a more instructive 
report should he furnished to the Committee next year. 

151. Paragrajpli M ibid. — ^The Committee was informed that it had been 
decided to reorganise the factory and to continue it for producing hand made 
bricks. The Chairman remarked that although any one with experience of 
industrial undertakings would realise that mistakes like this in calculating pro- 
bable savings were liable to occur, and although in connection with a huge 
concern lilce the railway this particular mistake involved a relatively small 
amount, nevertheless from the point of ^uew of the officer who made the calcula- 
tions in this case it was a big mistake. The Committee would therefore wish 
to know who the officer was and what had been done to him. The Financial 
Commissioner said that the Eailway Board proposed to ask the Railway con- 
cerned to take disciplinary action against him. The Chairman also remarked 
that one important lesson could be learned from this incident, namely that 
when railways imdertake a manufacturing business of this kind which is outside 
their ordinary business, a very special care should be devoted to checking the 
estimates ; and that as there was in any case a great danger of the Railway 
rmdertaking in India growing to an unmanagable size, any tendency to under- 
take business, which is not strictly Railway business, should be checked, and 
should only be undertaken for very special reasons. If the only inducement 
was the prospect of making an ordinary commercial profit then such business 
should not be undertaken. It was only justifiable if conditions were such that 
a particular article required by the Railways could not be obtained on any sort 
of reasonable terms unless they manufactured it themselves. “ The cobbler 
should stick to his last,” or mistakes like the present one would often be made. 
Moreover it must always be remembered that it was hard enough to provide 
adequate capital for meeting all the needs of actual Railways without locking 
up money in side shows. 

152. Paragraph 5 of the Report and j)aragraph 8 of the Auditor GcneraVs 
letter. — The Committee was informed that the excesses under grants 7, 8, 10 
and 15 were due to the system of over-allotment introduced in 1925-26, that 
these excesses might be taken as signifying the breakdown of the system of over- 
allotment and that the amount over-allotted had been drastically reduced in 
the budget estimates for 1929-30, the amount over-allotted in that year being 
only 115 lakhs as against 18 crores in 1926-27. The Chairman explained that 
on behalf of the Finance Department he had had to assume much closer control 
over capital expenditure than hitherto and that, as a further measure to prevent 
over-expenditure, the powers of re-appropriation of Eailway Agents had this 
year been considerably curtailed. 

The excess under grant FTo. 4 was attributed to the fact that certain ecuno- 
mies in administration which the Eailway Board anticipated at the time of 
framing the estimates were not fully realised and a larger amount wasreo-iiiei 
for new items of expenditure than anticipated in the budget- 

The total excess under grant No. 14. taking voted and non-voted 
was stated to be Rs. 1,58,000 only against a tots! grant of Es. 
i.e., just under one per cent. ” ' 

163. Paragraph 11 of the Accountant General's Pieiwl. The 

was informed that the Eailway Board had now adopted as a definite 
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■ except in cases of extreme urgency, detailed estimates must be prepared before 
actual construction begins on any projects, and that, in tbe case of tbe Kangra 
Valley Railway, tbe Railu ay Board itself sanctioned, as a special case, tbe devi- 
ation from this principle. Mr. Neogy then raised tbe question of tbe ^arantee 
to be given by a local Government or local body for unremunerative bnes. He 
pointed out that according to tbe Government of India Resolution on tbe sub- 
ject, tbe intention clearly was that the local Government or tbe local body 
should undertake to make up tbe actual loss in tbe working of such railways 
whereas in the case of tbe Kaugra Valley Railway, a maximum guarantee hM 
been agreed to. Tbe Financial Commissioner explained that, as tbe local Gov- 
ernments have to place the proposals before their Legislative Councils, it was 
necessary to give them a definite maximum figure of loss based on tbe estimates 
wbicb the Railway Board could frame. It was also explained that, for this pur- 
pose, detailed estimates were not as a rule completed in advance, as tbe expendi- 
ture incurred in preparing such estimates would be wasted if tbe local Government 
did not subsequently agree to the terms ofiered to them. The Committee came 
to tbe conclusion that before entering into an agreement with tbe local Govern- 
ment, especially in cases involving particularly difficult construction, detailed 
estimates might be prepared, and that, if tbe local Government did not accept 
tbe terms ofi'ered by the Railway Board, tbe cost of preparing the detailed esti- 
mate should be borne by tbe local Government concerned. ' As regards the 
Kangra Vallc)’ Railway, tbe Committee refrained from detailed comment as it 
was acknowledged that the case wms exceptional, that the precedent would uot 
be repeated and that the matter was now rmder investigation by the Railway 
Board. 

154. Paragra'pli J2 of the Eeport. — ^Blr. Scott explained to tbe Committee 
that tbe state of affairs regarding Stores Accounts on tbe East Indian Railway 
was a very lad one and it Lad been so for a long time. He tberefore proposed 
radically to alter the present procedme and as a result of tbe successful experi- 
ment on the Rortb Western Railway to introduce machines. He anticipated 
that within six months after tbe introduction of tbe machines tbe results on the 
East Indian Railway would be better than they have ever been. 

The Committee adjourned till 11 a.m., on Friday, the 23rd August 1929. 
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Proceedings of the h ft cent h meeting of the Public Accounts 
Committee held on Fi'idny, the 23rd August 1929, 
at 11 a.m. 


I’r.i:si;NT : 


(1) T*u‘ llon'l'K' Sir (Si:ou(;r Sciu-ktk!!. 
{'2\ Mr. K. Sm:nv.\N't. 

Mr. n. n.vs. 

{■i) Mr. S (’. M IT 11 A. 

(.'i) K I'M Alt SiN'Ha. 

(t‘>) Miuilvi Aliut’i. Matin ('HArimruv. 

(7) Mr. K. Nrnev. 

Mnillv; MoliAMMAI' Vakt?;. 

( 0 ) Mr. K. Kov. 

(11?) 11. A, .1. (hn.NT’.v. 


Cf airman 


> Mriiihrrs. 


'1 1) Sir I'liiinunic Gi'ANTi.Krr, Amlitor Gonoral. ^ 

(r2) Tlio Hon’Olc Mr. Iv. BuitnoN, Finniicinl Secretary. ] Were also 
(hi) Mr. G. Kaiu.a, Director of Ihulway Audit. f present. 

(M) Mr. A.O. BAiir.Nocn, Din'dorof Commercial Audit. I 
(15) Mr. B. Kr.nuu, Deputy .Auditor General. J 


iMr. P. 11. Kau, Financial Commi.‘:.‘^ioner, Baihvays. *) 

Mr. W. II. Scorr, Controller of B.-»il\vay Accountti. >ir?V;ic,<t.<fM. 
.Mr. .1. A. 'J'owirn. Director of Finance, Bnihva}T. J 


155. Th»' Chairman read out the term? of reference, of the Sub-Committee 
(T( h- .Anuc.Nurc). 

15(). Tlie Committee thtm rc?ume(| the further consideration of the Knil- 
'.vay Ajijirojiriatioji .■\<-count.‘^ and the .Accotintani (General s Rejiort- thereon. 

157. ParaprajyJi 2.9 of thr fi<i>orl.~ -The Chairman informcfl the. Committee 
that the Committee dealiutr '>vith the S^'jmration Convention was con.sidering 
this matter. 

158. Paragraph '<W ihi'l. — 'I’lie Cliairman rciterateal the suggest ion made by 

him on previous cccisious that, in the ease of commercial undertakiug? there 
should be an annexe to the Appropriation Accounts reviewing the geneml results 
of the working of the. undertaking on the basis of the latest iigarrs av.ailaldc and 
giving a general account of the bu.siue.ss containing the sort of information 
■which is given in the annual report, and in the speech made by t.he ch.airin.an of a 
public company to the .shareholders at the annual meeting. Tiie Auditor 
General said that, the same question had been engagin'! th*' nlrention of .'-Ir. 
Kaula and himself for some time past after a f-crathy of the .Appropri.itf 'n 
Accounts of Railways Avhicli arc published in South Mr. th-rn 

pointed out that the figures of capital at charze c- dver. in the .■idminf-trerh-?- 
Eeport difiered widely from those given in tie A: ; rcprir.tion Accoui-tr^ " 
was explained to be due to AOiriou.s lacteT?. a.? rtr ej-Arnnle the difT r -n.-?-' 

rate of exchange at which sterling figttres -rfr: ccr; verted into r.::? 
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The Auditor General said that the question of the rate at -which sterling 
hgnres ^liould he comforted into rupees wherever it is necessary to show 
in the Finance and Eevenuc Accounts combined figures for rupee and 


— iui luuee aaa 

sterling expenditure was a general question and was still undecided. It 

was most important in the case of Railway accounts and his suggestions had 
been sent to the Railway Board two years ago. He desired that in future 
an attempt "uould be made to present the two sets of figures on a uniform 
basis. 


159. Paragraphs 3S to 40 ibid. — Li repljr to a question by Colonel Gidney 
as to what action was being taken by the Railway Board in vievr of the increasing 
road motor competition, the Chairman said that the question had already been 
taken up at his instigation and was under the consideration of the Railway 
Board. He pointed out incidentally that most of the Railways at present had 
no statutory power to run motor -transport. 

160. The Committee then examined the statement on page 18 of the Report 
and desired to record that the Railway Board ought to follow a definite pohey 
of adjusting rates on compan 3 ^-nianaged lines to rates on State lines unless there 
were economic reasons to the contrary. 

161. Paragraph 45 ibid. — The increase in. expenditure on fuel on the 
Bengal Nagpur Railway -was stated to be due to increase in freight charges 
during the year as a larger quantity of fuel was taken by the Railway from their 
own collieries. The Committee expressed the idew that it was an unsatisfac- 
tory feature in the accoimts of the Bengal Nagpur Railway that (as apparently 
was the case) the loss on the working of their collieries was being borne by 
the railways. The Committee therefore desired to recommend that a system 
of proper commerical accoxmts should be introduced on all collieries worked 
by railways. 

162. Paragraph 65 ibid. — The Committee was informed that there was 
no loss as the rates charged by the contractors in these cases were less than 
those AThich would otherwise haA’-e been charged, and that the Railway Board 
had since issued instructions that the proper course in such cases was to pay 
the contractors the proper rate and charge them proper rent. 

163. Paragraph 66 ibid. — The Committee were satisfied by the Financial 
Commissioner that the action taken was as seA’-ere as in the circumstances 
was possible. 

164. Paragraph 99 ibid. — ^As regards the question of the extension to other 
railAA’ays of the procedme followed on the North Western Railway of slew- 
ing materials issued to sheds for reA^enue repairs as part of the stores 
balances, the Financial Commissioner agreed to issue necessary orders. 

165. Paragraphs 103 and 104 ibid. — ^The fiAm questions raised by the 
Auditor General AA-ere answered b}’- the Financial Commissionei' as follows 

“ (i) I rmderstand that the delay in the final extension of the siding 
Avas due to delay on the part of the Forest Department of the 
Burma GoAmninient in opening up certain forests. The portion 
AA'hich Avas not affected by that AA'as completed without delay. 

As regards {ii), from an extract of a contract sent by the ' 
it appears the reA*erse is the case. Sleepers delivered at the sidmg 
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liad to be charged at Rs. 2/4 and those on the main line at Rs. 2/8. 
The Agent reports that the suggestion in the Accountant General’s 
report that the rate for sleepers delivered alongside the main 
line was raised to bring it up to that of sleepers delivered at the 
siding is not correct. The increase in the rate is due to increase 
of Government royalty, (m) The inference that the siding was 
laid more to enable the sleeper contractor to develop his own 
forests is stated by the Agent to be negatived by the fact that 
the forests served by the siding were the properties of the Burma 
Government. After the siding had been constructed sleepers 
were actually purchased from these forests at a rate less than 
the price recommended as a fair price by the Sleeper Enquiry 
Committee. The Agent says that from no other source could they 
get this quantity at the same or lower price, (iv) As regards the 
compensation, it was laid down in the contract that any increase 
in the Government royalty was to be a charge against the rail- 
way. The Forest Department increased the royalty on the 
sleepers and this involved an additional pa 5 nnent to the con- 
tractor. (u) Public tenders were not called for but private en- 
quiries were made both in 1923 and in 1926 and the rates quoted 
. were as high as Rs. 3/8 per sleeper which were much higher than . 
Avhat is even now being paid. The Agent says there is no 
advantage in calling for tenders as the whole area served by 
the siding is held on lease from Government by one timber 
merchant who secured the lease on open tender subsequent to 
the building of the siding.” 

The Chairman observed that the fact that the explanations now given 
were so different from the facts as mentioned in the Report clearly showed 
lack of co-operation between the Government Examiner and the Company’s 
auditor, and therefore suggested that the case should be further investi- 
gated and a report furnished to the Committee next year. Considerable 
discussion followed on this case and it was agreed that one of the most 
urgent practical needs illustrated by the Appropriation Report was that 
cases of this kind, where directly conflicting statements were made by the 
Examining stafi on the one side and the Accounts stafi on the other must be 
followed up immediately with a close and impartial enquiry so as to ascertain 
where the fault lay. Such immediate and careful investigation offered the 
best chance of correcting faults on either side, and providing more effect on 
co-operation between the audit and accoimts. The Auditor General promised 
that the question of co-operation would be discussed by the Director of Rail- 
way Audit with the Controller of Railway Accounts. 

166. Paragraph 58 (d) of the Ariditoi' GeneraVs letter . — The Financial Com- 
missioner, explained that supplementary grants for all these projects except two 
were obtained from the Assembly in March and that as regards the other two, 
provision was included in the budget for one and funds voted by the Assembly 
in the previous year for the second. 

^ In reply to Auditor General’s question whether the Railway Board ad- 
>iHtted that a new construction was a new service, Mr. Rau stated that their 
H6K?^FinD 
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piactice was if pp^ible to take a supplementary grant in every case for a new 
constniction but that sometimes it was not possible in special cases to get 
a grant approved by the Assembly in time. In such cases he thought they 
ought not to be pre^*ented from starting a new construction till they obtained 
a formal pant from the Assembly, if the Standing Finance Committee for 
Kailwjys had approved of the construction. The difficulty was a practical 
one. It might for example happen that onong to special imforeseen circum- 
pances, it was foimd impossible to start work on a particular project included 
in the budget. There might however be another project equally desirable on 
which work could be begun immediately ; if in such cases work on the project 
could not be started till the vote of the Assembly was obtained, a whole working 
season might be lost and a substantial part of the construction stafi left idle. 
The Auditor General suggested that to pro\nde for such cases, a few additional 
projects might be included in the budget ivith token demands against them. 
The Chairman suimned up the discussion by saying that the question really 
was what latitude is to be allowed to the executive to start a new service with the 
approval of the Standing Finance Committee in anticipation of the approval 
of the Legislature. He suggested that the Committee should say that whatever 
latitude is allowed, tlie executive should not be allowed to substitute for a prm 
ject approved by Legislature another project costing considerably more, 
although hi the particular year in which it is started the expenditiwe might 
not exceed the amount already provided for in the budget. The Committee 
agreed and urged that in all such .cases of substituting one project for another, 
the control of the Finance Member should be rigidly exercised. 


167. In reply to questions by the Chairman, the Anditor General stated 
that while there was a steady improvement in all the other Departments as 
regards taking action to rectify and prevent financial and accounting irregulari- 
ties he hesitated to say that he was satisfied as regards the Eailways. He 
added that in saying this he did not at all belittle the very fine record of 
achievement by the Railway Board, hut the imderbaldng \vas so enormous that 
there was still a great deal to be done and the strengthening of control right 
down the line required close investigation. 

The Committee adjourned for Ivmch till 2-30 p.m. 


ANNBXURE. 

S^(b-Go7nmiiiee of the Public Accounts GommiUee. 

The Sub-Committee is primarily appointed to investigate such of the cases 

referred to in the Annexure to the Report of the Accountant General, Railways— 

oao-es 83 102— as have notbeen investigated in detail by the full Committee. 

After dealing with these cases the Sub-Committee will further ffivestigate 
any other cases arising out of the Appropriation Accoimte of the BaJways jn 
[ndia which the main Committee have not been able to examme m deta . 

The Committee desire that the Sub-Committee shall endeavour to ascertam 
what lessons can be learnt from the special cases which they are to e^^ne 
md in particular shall consider the bearing of such lessons oA recommendations 
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on tho poinin monl.ionocl in the lifli; bolow which the Committee may make witb. 
a View 1o pvftvoni.ing in the fututo the sort of financial irregularities which, have 
occurred in the ensos referred to . . 

(1) ineveasing Ibe Qovornmont Examiner’s staff and the extension of the 

H 00 ])(^ of the Qovornmont Examiner’s audit ; 

(2) ali.eibig the sfinf.ns of the companies’ auditors, to see whether it is 

possible to get them to co-operate with the examining staff more 
Ihan they do ali present ; 

(3) whethov enioienoy has suffered from a tendency to differentiate 

between olUeevs and subordinate stuff as regards disciplinary 
notion; 

(‘1) the control by the Enilway Board over company-managed railways ; 
and 

(b) the procedure followed in the framing of estimates for new capital 
projects and oonf rol over expenditure after their sanction. 
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Pt^opefedings of the sixteenth meeting of j the Public Accounts 
Committee held on Friday^ the ;23rd August 1920, 
at2-30p.m. 


Present : 


(1) The Hon’ble Sir George Schuster, 

(2) Mr. T. a. K. Shervani. 

(3) Mr. B. Das. 

(4) Me. S. C. Mitra. 

(5) Kumar Ganganand Sinha. 

(6) Maulvi Abdul Matin Chaudhury. 

(7) Mr. K. C. Neogy. 

(8) Maulvi Mohammad Yakub. 

(9) Mr. K. C. Eoy. 

(10) Lieutenant-Colonel H. A. J. Gidney. 


Chairman. 


VMeynhei 


'ers. 


/ 

1 

J 


Were also 
present. 


(11) Sir Frederic Gauntlett, Auditor General. 

G2) The Hon’ble Mr. E. Burdon, Financial Secretary, 

(13) Mr, G, KaulAj Director of Railway Audit, 

(14) I\Ir, B. Kehru, Deputy Auditor General. 

Sir Austen Hadow, Chief Commissioner, Railways, 

!Mr. P. R. Rau, Financial Commissioner, Railways, 

Mr. W. H. Scott, Controller of Railway Accounts. 

168, Sir Austen Hadow gave evidence before the Committee on certain 
general questions. 


Witnesses. 


169. Eaihcay Board’s control over eom'pany-managed lines . — Sir Austen 
Hadow informed the Committee that the Railway Board has practically com- 
plete control over the company-managed lines and explained the position in 
great detail as regards general administration, rates and purchase of stores. 
Li reply to a question by the Auditor General, Sir Austen Hadow and the Finan- 
cial Commissioner said that if particular cases in Avhich the Government Exa- 
miner could not obtain access to relevant papers in the offices of company- 
managed lines were brought to their notice, they would certainly take the 
necessary action, 

170. SupermsioJi hy the Raihvay Board to see that a company Jceeps its un- 
dertaking up to the marie . — Sir Austen Hadow explained to the Committee the 
work done by the Government Inspectors of Railways and read out extracts 
from the lat^ report of the Senior Government Inspector.' 

171. Buies regarding the preparation of the estimates . — The Committee was 
informed that there were elaborate rules for the preparation of detailed esti- 
mates but in the past some projects had been started without detailed esti- 
mates. The Chief Commissioner said that the case of the Kangra Valley 
Railway was an unfortunate incident in which the Railway Board itself sanc- 
tioned departure from the rules. The Committee was also informed that under 
the procedure recently introduced, no new project can be commenced vrithout 
detailed estimates except with the knowledge and sanction of the Railway 
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. Board. It tvas furtlier stated tliat except in cases of urgency, e.g., the repairs 
of a bridge, or for other special reasons the Baihvay Board would not in future 
sanction the commencement of construction before the preparation of detailed 
estimates. Sir Austen Hadow explained how the new practice of working 
out the detailed estimates concurrently with the carrying out of the final loca- 
tion survey in the case of a new railway line would make it possible to assist 
the completion of the detailed estimates without involving any undue delay in 
the commencement of constructions which would not in any case begin until 
the final location survey is ready. 


172. Purchase of stores through the Indian Stores Department . — Sir Austen 
Hadow said that they Avere prepared to purchase through the Indian Stores 
Department in every case when it was to the advantage of the Railways to do so,- 
but there could be absolutely no question of abolishing the stores department 
of the Railways! The Railway Board could not hand over to any outside 
agency their responsibilities regarding rolling stock which they should there- 
fore buy direct. In other respects, he was ready to extend the use of the 
Indian Stores Department as far as possible. He agreed to consider tvhether, 
in the case of stores which they now purchased direct, half the orders could not 
be placed through the Indian Stores Department and half through their own 
stores organisation for a year or two and to see which paid them best. 


The Committee then adjourned till 11 a. m. 
1929. 


on Saturday, the 24th August 
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Proceedings the seventeenth meeting of the Publie 
^929,^at if Saturday the 24th August 


Present : 


(1) The Hon’ble Sir George Schuster, CJtmrmm. 


(2) Mr. T. A. K, Shervani. 

(3) Mr. B. Das. 

(4r) Mr. S. C. Mitra. 

(5) Kumar Ganganand Senha. 

(6) Maulvi Aedul aiATTN Chaudhury. y Members, 

(7) Mr. K. C. Neogy. j . . 

(8) Maulvi Mohammad Yakub. 

(9) ,Mr. K. C. Eoy. 

(10) Lieutenant'CoIonel H. A. J. Gidney. 


(11) Sir Frederic Gauntlett, Auditor General 

(12) hlr, J. E. C. Jukes, Controller of Civil Accounts. 

(13) Air. A. C. Badenoch, Director of Commercial 

Audit. 

(14) Sir. 0. A. Travers, Accountant General, Central y 
. Revenues. 

(16) Mr. T. K. Rajagopalan, Officer on Special Duty, 
Finance Department. 

(16) Ah’. B. Nehru, Deput)^ Auditor General. 


Were also 
present. 


Mr. E. Burdon, Financial Secretary. W'iiness. 

173. The Committee took up the consideration of the Appropriation 
Accounts relating to the Finance Department. 

Grant 25 — Interest on Ordinary Debt. 

174. Pamgraph SI (a) of the Auditor General’s letter . — The Committee was 
informed that the Deputy Controller of Currency, Northern India, issued 
instructions to the Imperial Bank of India to pay the amount on the 1st April 
but the amount ■was actually paid by the Bank on the 30th March, as 31st 
March and 1st April were holidays. 

Grant 26 — Interest on Miscellaneous Obligations. 

175. Paragraph 32 (6) ibid. — Air. Rajagopalan said that this was a mis- 
take on the part of the Pay and Accounts Officer. 

176. Para. 32 (c) ibid. — Air. Burdon promised to take the necessary 
action in the matter. 

Grant 67 — Currency. 

177. Paragraph 54 ibid. — Ah. Burdon e.vplained that Rs. 2 lakhs out of 
the total saving of Rs. 3,63,911 was due to an unforeseen rebate given by the 
Banlr of England on the contract price for currency notes printed by them. 
Excluding this, the saving was only 2 • 2 per cent. 

Mr. Burdon explained fully the arrangement which he had made in the 
Finance Department to have a wdiole time Budget Officer who was also 



87 


Seoretarj^ to tlie Public Accounts Committee, so that after the budget bas been 
launched: the officer could devote his attention to watching the operation 
of the budget throughout the year and test the accuracy of his calculations. 
He considered tlmt the most important work yet to be done in order to . secure 
a greater accuracy in the estimates (but which it was impossible for the present 
whole tune Budget Officer to do), was to go round the estimating offices, 
look into and co-ordinate their work and have occasional conferences with the 
estimating officers. On being questioned by one of the members as to what 
arrangements he proposed for doing this work, he said that his proposal 
would be to appoint for a few months an officer with proper qualifications as 
Assistant Budget Officer, who would attend the meetings of the Public 
Accounts Committee, then go on tour during the greater part of the cold 
weather and then report the results to the Budget Officer ; it would then be 
possible to see what fmther steps arc required to be taken. The Auditor 
General entirely agreed with Sir. Burdon as to the necessity of co-ordinating 
the work of the officers who were primarily responsible for estimating and 
added that his experience of the past few years had been that the Finance 
Department was understaft’ed and stressed the vital necessity of increas- 
ing the staff in order to set up a high standard of efficiency. The Com- 
mittee agreed with LIr. Burdon and the Auditor General and desired to recom- 
mend that the Finance Department should be adequately staffed and to 
record as their opinion that it was justifiable to err on the side of being 
overstaffed in the initial stages in order to work up to a high standard of 
efficiency and also that it was particularly important during the initial stages 
to have continuity in the staff of the Finance Department which is employed on 
this special work. Some of the members desired to recommend that the post 
of the Assistant Budget Officer should be a permanent one, so that he might be 
available to succeed the Budget Officer when the latter was transferred, but it 
was agreed that this was a point for the executive to decide. 


Grant 68 — Mint. 

178. Pamgra'ph 19 of the Avditor General's letter and note 2 on page 327 of 
the Appropriation Accoxmts . — Prior to the installat’on of an electrolytic silver 
refinery at the Bonlbay Mint, the only means of refining silver at the Mint was 
by cupelling furnaces which were inainty used for refining silver recovered 
from drosses and were quite unsuitable for refining large quantities of fairly 
high touch silver, as the losses would be excessive and the cost high and the 
quality of refined silver would not bo good. The new refinery not onlj' refines 
Government silver but also undertakes work for the bullion merchants and the 
public. The installation is thus not a replacement but represents a new and a 
definite policy of Government. It was therefore agreed that it, ought to have 
been treated as a new service. The Chairman remarked that in this case there 
was a double reason for regarding it as a New Service ”. Not only was the 
plant a new plant and not an extension of an existing plant but the installation 
of this new plant involved the adoption of a new policy on the part of the 
Government. He thought that this latter factor should be specially recorded 
as an important determining factor when considering whether any particular 
expenditure amounted to a “New Service , 
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+ 1 , explained that ho supplementary grant was obtained from 

the Assembly to meet the expenditure in the first year, as the Finance Depart- 
naent had not realised all the implications of the rule relating to new services but 
added that the whole of the facts was placed before the Standing Finance 
Committee. The Auditor General then suggested and the Committee agreed 
ttat the ordinary Standing Finance Committee and the Standing Finance 
(^mmittee for Railways, when asked to approve of any scheme placed before 
them, should consider in the Hght of the case law promulgated by the Public 
Accounts Committee (which should be made available to that Committee) 
whether the scheme constitutes a " new service ”, and, further that it was the 
duty of the department responsible for presenting the demand to the Standing 
Finance Committee to call attention to aU the relevant facts and considerations 
for this purpose. 

Geajtt 70. — Superannuation Allowances and, Pensions. 

179. Paragraph 57 of the Auditor General’s letter. — ^The variations were 
attributed to the difficulty of estimating under this head which was specially 
great in the year under review, as the estimate under the head “ Commuted 
value of pensions ” had to be prepared in the absence of even previous actuals. 

Grant 83 . — Expenditure in England under the control of the High Commissioner. 

180. Paragraph 69 ibid. — ^Mr. Burdon promised to address the High Com- 
missioner and the Secretary of State on the subject. 

The Committee desired to record that there was persistent over-budget- 
ing both in the estimates of the High Commissioner and the Secretary of State 
and that the attention of these authorities should be drawn -to this. 

Grant 94. — Loans and Advances bearing htterest. 

181. Paragraph 80 (b) ibid. — ^Mr. Burdon informed the Committee that 
some time ago and quite independently of this case, the Finance Department 
came to the conclusion that the existing arrangements in regard to covering 
advances for the purchase of motor cars were not satisfactory and, in consulta- 
tion with the Government SoUcitor, devised a new form of security bond 
which combines personal security of the officer with the hypothecation of his 
vehicle. 

182. Paragraph 80{c) ibid. — ^i\Ir. Burdon informed the Committee that the 
Bombay Government bad just submitted a re-payment programme in respect 
of the loans taken by them for the Development Department and the Sukkur 
Barrage. 

183. The Committee then took up the consideration of Appendix V. 
The Chairman said that he desired to discuss the matter with the leaders of the 
various parties in the Assembly and also with the President of the Legislative 
Assembly. The views of the Auditor General and the provisional views of the 
various members were ascertained. Two alternative schemes were suggested, 
viz., (1) a formal motion that the Report be adopted which would enable the 
Assembly to reject or amend the Report ; and (2) that, in the course of the debate 
on the motion that the Report be taken into consideration, members of the M- 
sembly should be able to move formal resolutions of which previous notice 
had been given. Further discussion was postponed. 

The Committee then adjourned for lunch till 2-30 p.m. 
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Proceedings of the eighteenth meeting of the Public Ac- 
counts Committee held on Saturday* the 24:th August 
1929, at 2-30 p.m. 


Present : 


(1) The Hoii’ble Sir George Schuster, 

(2) Mr. T. A. K. Shervani. 

(3) Mr. B. Das. 

(4) air. S. C. Mitra. 

(6) Kumar Ganganand Sinha. 

(6) Mr. K. G. Neogy. 

(7) aiaulvi aioHAJiMAD Yakub. 

(8) Mr. K. C. Koy. 

(9) Lieutenant-Colonel H. A. J. Gidney, 


Chairman. 


Members. 


(10) Sir Frederic Gauntlett, Auditor General. 

(11) Mr. J. E. 0. Jukes, Controller of Civil Accounts. 

(12) air. A. G. Barr, Director of Army Audit. V Were also present. 

(13) Mr. B. Nehru, Deputy Auditor General. J 


Mr. E. Burdon, Financial Secretary. 

. air. A. F. L. Brayne, Financial Adviser, aiili- 
tary Finance. 

Lieutenent-Colonel S. G. V. Ellis, Miilitary Ac- j- Witnesses. 
couutant General. 

H. L. Livingstone, Deputy Financial Adviser, 

. Military Finance. j 

184. The Committee resumed consideration of the Appropriation Accounts 
relating to the Finance Department. 


185. Appendix VII to this Report — Provincial Loans Funds. — ^As regards 
the rate of interest charged for loans taken by the Bombay Government for 
their Development Department, Mr. Burdon explained that these loans were 
arranged and the rate of interest fixed before the inauguration of the Provincial 
Loans Fund. There was therefore no question of reducing the rate of interest 
for Bombay to the disadvantage of the other Provinces. It was merely a 
question of continuing the rate of interest originally arrangeL 3Ir. Burdon 
further explained that when these schemes were embarked mxju they were ex- 
pected to be productive and that the Government of JrAls. had coasidered that 
in the special circumstances it was not equitable rsEse the rate of interest 
merely because at a later stage the anticipation.? of r?ve~e proved unUkebr rr 


be realised. The Chairman explained that th 

rates of interest imder the Provincial Loan? Fnnn ■ 
in consultation with the Provincts;. Hf?. cm: 
as framed were imlikely to attain ihehr 
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charging a higher rate of interest in the case of nnprdductive schemes was to 
make borrowing for such schemes less attractive, men once a scheme had 
been started as a productive scheme it seemed to him rather hard at a later date 
to impose a higher rate of interest because the scheme proved to be less success- 
ful than anticipated. He thought therefore that the distinction between pro- 
ductive and unproductive schemes should be made according to the nature of 
such scheme at the beginningj and that in the case of loans for improductive 
schemes it would be better rather to insist on a comparatively short period of 
repayment, instead of merely adding i% to the rate of interest charged. 

186. The Auditor General made a general statement about, the separation 
of audit from accounts. Hfs opinion was that the experiment had proved a 
distinct success and that separation has enabled audit, especially in the ease of 
the Army and the Railways, to concentrate on bigger questions and to effect 
more effective improvements. He said that the separation has clarified more 
clearly the conception of the functions of accounts and audit and many of the 
provinces would have accepted the separation but for the additional expenditure 
involved. 

187. The Committee then took up the Report of the Military Account^ 
Committee (Appendix X) on the Appropriation Accounts of the Amy, Marine 
and hlilitary Engineering Services for 1927-28 and the Report of the Director 
of Army Audit thereon. The Committee considered that the change made in 
the cvurent 3 '’ear in the constitution of the Military Accounts Committee, of 
appointing the Controller of Civil Accounts as a member of the Committee in the 
place of the Army Secretary, was a change in the right direction. It also de- 
sired to record its appreciation of the very efficient and thorough manner m 
which the Military Accounts Committee had dealt with the Appropriation 
Accounts and expressed its concurrence in the conclusions and recommenda- 
tions of that Committee. 

188. The Committee desired to have a Memorandiun from the Army De~ 
partment on their policj’’ as regards purchase of stores through the Indian Stows 
Department and whether the Army could increase their purchases through the 
Indian Stores Department. 

189. The Committee also desired that the result of the examination by the 
Financial Adviser mentioned in paragraph of of the Military Accounts Com- 
mittee’s Report should be communicated to it. 

The Committee then adjourned. 
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Proceedings of the nineteenth meeting of the Public -Accounts 
Committee held on Saturday, the 21st September 1929, 
at 2-30 p.ni. 

Pr-ksent : 

(1) Tlie Hou'blc Sir George Schuster. Chainmn. 

(2) ;Mt. T. a. K. Shervani. 

(3) ^laulvi Ardur IMatin CirAunnuRY. 

(4) Mr. K. 0. Xeogy. L 

.5) Mnulvi Mohammau Yakub. f Members . 

(G) :\Ir. K. C. Roy. ( 

(7) Lt.-Col. II. A. .T. Gidney. J 

(8) Sir Frederic Gauntleh’, Audilor-Gcnerul. I Were also 

(9) The Hoii’ble 3Ir. E. Burdon', Financial Secretary j prc.scnt. 

190. The Committee considered the tlraft re])ort and accepted it wth 
certain alterations. The Committee decided to hold another meeting at 10 a.m, 
on the 24th September 1929 to consider the draft paragraph about the dis- 
cussion of the report in the Assembly. 

Proceedings of the twentieth meeting of the Public Accounts 
Committee held on Tuesday, the 24:th September 1929, 
at 10 a.m. 

PRE.SENT : 

(1) The Hon’blc Sir George Schu.ster. Chairman. 

(2) Mr. T. A. K. Shervani. 

(3) Haii ChowcUmry ]\IonAMMAD Ismail Khan. 

(4) Mr. .S. C. Mitra. 

(5) Kumar GaxG/VKand Sinha. 

(6) Maulvi Abdul ]\rATiN Ciiaudhury. y Members, 

(7) Mr. K. C. Keogy. 

(8) Maulvi Mohammad Yakub. 

(9) Mr. K. C. Roy. 

(10) Lt.-Col. H. A. J. Gidkey. • J 

(11) Sir Frederic Gauntlett, Auditor General. \Yas also present. 

191. The Committee accepted the draft paragraph about the di-cussion 
of the Report in the Assembly with some modifications. 
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VI-APPENDICES. 

APPENDIX I. 

Finance Department Resolution No. D.-1407-A., dated the 17th May 1929, oh 
the Report of the Public Accounts Committee on the accounts of 1926-27. 

The Governor General in Council has taken into consideration the Report 
of the Public Accounts Committee on the accounts for 1926-27 and desires to 
record his appreciation of the care, industry and ability with which the Com 
mittce, like their predecessors, have conducted their scrutiny. The Report 
is the sixth of its kind and the magnitude of the task accomplished by the 
different Committees is apparent from the epitome which, following the 
English practice, has been compiled by the Auditor General in India and is 
under issue. 

2. Para(]ra])M -5—7 and 70—11 of the Jicjport . — Tlie Governor General in 
Council shares the satisfaction which the Committee have expressed at the 
improved results commented upon in these paragraphs— particularly the 
reduction in the number of excesses over voted grants requiring to be 
regularised by the vote of the Legislative Assembly. The analj^sis, con- 
tained in paragraph 7, oftlic percentages of savings in voted grants on the 
one hand and in non-voted appropriations on the other, is of considerable 
interest and supports the conclusion indicated in the Resolution on the hist’ 
Report of the Public Accounts Committee that there i ; no general tendenej’' 
to over-estimate expenditure \mder voted heads. The amendment of the 
Indian Legislative Rides, referred to in paragraph 7 as impending, was made 
in January last. The purpose of the amendment is to enable token votes 
to be obtained in respect of expenditure on “ new services not contemplated 
in the Budget ” which can be met by reappropriation. The Committee have 
also referred to measures taken or abcnit to be taken to improve the system and 
strengthen the machinery of estimating. The results actually achieved by 
these measures will doubtless receive careful attention from the Public Ac- 
counts Committee in future years. 

3. Paragraph 9 ibid . — The Committee consider that every effort should 
be made to include all supplementary demands in the list placed before the 
Legislative Assembly in the ordinary course about the month of February and- 
that demands ” which cannot be so .included should be presented separate!/ 
later on, before the close of the year, when a question of principle is involved. 
The first suggestion represents the practice ordinarily followed, and the' 
Governor General in Council agrees that it would be desirable to adopt the' 
suggestion made as regards the presentation of belated demands. Steps 
will be taken accordingly, pro'vided that on each occasion the prograname of 
work in the Legislature permits, 

4. Paragraph 12 ibid . — The Committee have brought together, in one 
place and iu a convenient form, the principles which they consider should be 
followed in jstimating, including some which, as they themselves state, were 
recommended and accepted in the past. The principles are unexceptionable : 
and, in particular, the Governor General in Council agrees with the observa- 
tions of the Committee as regards the dangers inherent in the system of 
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and may lead to serious financial embarrassment wbeL the ht “LpSi' 
tiire involved is one of magnitude. expenm- 


. 5. Paragraph 16 The , Committee have reviewed the ^.u ' 

propo^l that the Assembly should be given an opportunity t disc™ k 
general terms the Report of the Public Accounts (Smmitiee on which the 
toe^ grants are based and have suggested that the Government of India 
should reoonerder the matter without waiting for the deliberations of the 
Statutory Commission-a suggesfdou which has since been reinforced bv 
ae opmion expr^sed by the Hon’ble the President of the Assembly on the 
18th February 1929 on the occasion of the discussion of the excess grants for 
1926-27. The Governor General in Council is in sympathy with the object 
which the Committee have in view and the matter is already receiving further 
consideration. It is agreed that it would be advantageous to have in opera- 
tion, as soon as possible, a manageable procedure for the discussion of. the 
Committee’s Eeports which would command the assent of the Legislature as - 
a whole and which would lead to useful practical results. But it Is not easy 
to find the right .solution of the problem : and it is relevant to observe that, 
even now, members of the liegislature have the means of bringing under 
general discussion any question of importance arising out of the Public Accounts 
Committee’s Keport. 


6. Paragraphs 17—19 ibid.— The. Committee have satisfied themselves 
that certain long outstanding controversies relating to the arrangements for 
the production of salt at Sambhar and Khewra may now be set at rest. 
The conclusion w'hich has been reached after a careful examination of the latest 
evidence available is one from which the Governor General in Council sees 
no reason to dissent. The one specific request made by the Committee has 
been met. The Central Board of Revenue have already taken the requisite 
action on the lines of the recommendation made in paragraph 10 of Mr. 
Pitkeathly’s report on the Sambhar electrification scheme. In leaving the 
matter, the Committee have said that in regard to important schemes of 
development senerally, careful attention should be paid by the authorities 
concerned, w^hen the schemes are taken up, to their anticipated effect upon 
the cost of production, having regard to any probable limitations that may 
exist upon the extent to which output can be usefully expanded. The 
Governor General in Council desires to endorse these observations. 

7. Paragraphs 20 — 21 ibid . — ^The Committee next refer to certain impor- 
tant questions raised in the past, the disposal of which is in various stages of 
progress. As regards internal check of Customs receipts, to which the 
Committee attach special importance, the position is that a measure of reform 
has since been inaugurated at Calcutta and Bombay and its extension to other 
ports will be considered in the light of the experience gained at these places. 
The Governor General in Council trusts that it will be possible to come to 
a final decision on some of the other matters before the Public Accounts 
Committee next meet. It has been ascertained that they are receiving pro- 
per attention and that delay in disposal is not due to neglect of the Committee's 

recommendations.- 
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8, Paragraflis 22—23 The iuterjiretation of the term “new 

service ” appearing in Rule 50 of the Indian Legislative Rules is a matter to 
which the Committee have devoted considerable attentiour They accept the 
view of the Auditor General that, the application of the term to concrete cases 
could best be governed by the evolution of a body of case law. They 
recommend that, in placing cases before the Standing Finance Committees, 
the Governraeiit of India should state whether the e.vj^enditnre is in respect 
of a new ser\’ice and that, if audit holds a different view in particular cases, 
such cases should be brought to the notice of the Public Accounts Committee 
through the Appropriation Accounts. The Governor General in Council 
accepts the conclusions of the Committee both in regard to the general ques- 
tion and in regard to their interpretation iii the specific cases cited by them. 

9. Paragraphs 26 — 27 i6id.— The Committee have not dissented from the 
conclusion of the New Capital Committee that no loss or avoidable wastage 
was involved by the departure from contract which was allowed to occur in 
connection with the supply of marble at New Delhi and agree that the terms- 
of the contract were faulty. They have, however, taken the opportunity to 
enunciate certain general principles which should be observed in handling 
business contracts, these being supplementary to the principles set down in 
paragraph 13 of the Report of the Public Accomits Committee for 1925-26, 
Arising out of the advice which has been tendered on the subject at different 
times by the Public Accounts Committee, the preparation o^ a set of in- 
structions relating to the making, etc., of contracts is already in hand and 
it is hoped to complete tliis in the course of the current financial year. 
Meanwliile the general principles which the Committee have outlined will 
be communicated to all Government departments for the present guidance 
of all executive authorities concerned with the mating, enforcement, etc., 
of contracts. 

•• 10. Paragraph 28 ibid . — The Committee refer to a case in wliich the repre- 

sentative of an important business concern, with which the Posts and Tele- 
graphs Department has large business transactions, has been allowed for some 
years the free use of the trunk telephone line between two important places 
as an act, of courtesy. They consider that an extension of the system may 
easily lead to abuse and accordingly recommend that such concessions should 
be given in the future only by the Government of India, who should 
scrutinise the cases jealously and communicate their sanctions to audit. 
The Governor General in Council agrees in these observations and is 
glad to note that, in the particular case mentioned, the concession was 
actually authorised by the Government of India, though the sanction given 
was not communicated to audit. 

11. Paragraphs 29 — 30 ibid . — The Committee were informed that the 
formulation of general principles and procedure to regulate the enforcement of 
responsibility for losses was in hand and were apprised in some detail of the 
lines upon which Government proposed to proceed. It is expected that a full 
statement on the subject will be issued before the next meeting of the Public 
i^comts Committee, and in framing this, the further considerations which 
' the Committee have emphasised will he borne in mind. It may be added 
that, in the meantime, it has been decided that the final authorit-^ to -^tle 
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MiMary Department should be the Government of India. Further, ^in con- 
^ embezzlements in Burma treasuries, the Government nf 
Burma have since issued instructions of a more satisfactory and effectual 
character than had been anticipated at the earlier stages of the correspond- 


12. Pam^raph 31 ibid. In regard to the purchase and accommodation 
of stores, the Committee make certain obsen’'ations regarding means by 
which economy may be secured and losses avoided. The Governor Genera! 
in Council concurs in these obsen^ations. 


13. Paragraphs 32—34 and 37, 71, 74 and. 84 ibid.— T:he GovernoT Genera) 
in Council accepts unreservedly the views of the Committee expressed in 
these paragraphs in condemnation of lax and irregular practices, their idews 
as regards the need for fore-thought in administering the public expenditure, 
and as regards the importance of accurate estimating in the first instance 
and of maintaining subsequently a close watch on the progress of expendi- 
ture and the accumulation of further liabilities, : It is expected- that depart- 
ments of the Goi ernment of India and authorities subordinate to them will 
deal with indimdual ' cases of irregularity which may come before them in the 
spirit which the observations of the Committee reflect. On the particular 
case of perfunctory signing of certificates which is referred to by the 
Committee in paragraph 34, it. seems desirable to repeat what was said in 
paragraph 22 of' the Resolution in the Finance Department, No. D.-3546-A., 
dated the 5th January 1928 : “ It is imperative that every public officer 

should entertain the most scrupulous sense of his resiionsibility in .respect 
of his signature on documents of financial importance, and that failure to do 
so should be regarded as a serious breach of dut}’- ”. It is agreed further 
that some automatic arrangements should be introduced in the accounts' 
offices generally w^hich will help to diminish the possibility of expenditure 
being incurred under orders wffiich have a limited currency, after the currency 
of those orders has expired. It is understood that the' Auditor General has 
already taken action. The Railway Department and the Financial Adviser, 
Idilitary Finance, are requested to issue such instructions as they, may deem 
necessary on the subject. 

14. Paragraphs 41—42, 53, 55 and 88 ibid . — The suggestion is accepted 
that wherever trading and profit and loss accounts appear in the Appropria- 
tion Accounts, they should be given for two successive years for purposes 
of comparison. It is agreed also that a statement showing, for a series of 
years, the quantity of salt produced and the cost of production at different 
sources, as also the balance sheet of the Northern India Salt Revenue Depar^ 
inent prepared bv the Director of Commercial Audit, should be incorporated 
in the Appropriation Accounts on the understanding that the preparation 
of the balance sheet by the auditor will not impose upon the departmental 
authorities any obligation to alter or add to the accounts Avhich they keep at 

present. . 

16 Paragraph 51 ihid.—Jn view of the overstocking of quinine sulpbate 
commented upon by the Committee, the contract with Messrs. Howard and 
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Co. lias not been renewed pending the examination of the whole quesiion of 
quinine arrangements and policy in connection with important recommenda- 
tions made by the Agricultural Commission. 

16. Taragraph S5 ibid . — It is certain.l}’' desirable that the number of detail- 
ed heads should be cut doivn wherever it is possible to do so without causing 
any appreciable inconvenience, and the Governor General in Council will be 
glad if the Auditor General and all accounting ofliccrs will lose no opportu- 
nity of impressing this desidcraimn, in a practical form, upon tlie adminis- 
trative authorities whose co-operation will be necessary. 

17. Paragrajdi S9 ibid . — ^The Committee desire that, in order to facilitate 
their worlc, the Appropriation Accounts and connected documents should 
in future be supplied to the members as they are ready and, further, that 
copies of any Administration Reports, wliich are likely to bo useful to them 
in the course of their deliberations, should lilcem'so be supplied. Arrange- 
ments will be made to comply with the Committee’s requests. It vill be con- 
venient, however, if indi^^dual members of the Committee will intimate to 
the Finance Department from time to time the Administration Reports of 
which they desire to have copies. 

18. The action taken by the Governor General in Comicil on recommenda- 
tions of the Committee not specifically referred to in this Resolution — 
especially on those contained in Section IV of the Report, will, in accordance 
with the usual practice, be commxmicated to the Committee at their next 
meeting. 
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APPENDIX n. 

Statement showing the action taken or proposed to be taken on the points which 
have been noticed by the Public Accounts Committee in their Report on the 
accounts of 1926-27, but which have not been dealt with in Finance Depart- 
ment Resolution No. D.-1407-A., dated the 17th May 1929. 


No. 

Kecommendations or Observa- 
tions made by the Public 
Accounts Committee. 

Reference to 
Report. 

f 

Remarks. 

1 

Propriety of debiting Ecclesias- 
tical charges incurred in con- 
nection with the Army to the 
head “ Ecclesiastical ” in the 
Civil Estimates. 

Report of 1928, | 
paragraph 25. 

The Government have taken up 
the examination of the ques- 
tion. As the separation of the 
legal union between the Church 
of England and the Indian 
Church will not take place till 
September 1930, it is too early 
to say how the creation of an 
autonomous Church in India, 
will affect the ecclesiastical 
arrangements made for the 
Army in India. 

2 

Claims of the Posts and Tele- 
graphs Department against 
- Railway and Canal Adminis- 
trations on account of the rent- 
als of telegraph and tele- 
phone wires, etc. 

Ihid — ^paragraph 

21 (ttt). 

The conclusions of an officer 
placed on special duty to 
examine the question are 
rmder consideration. The 

revised rentals for the use of 
Canal Administrations will be 
communicated to Local Gov- 
ernments at an early date and 
no serious delay is anticipated 
in the settlement of this matter. 
The negotiations -with the Rail- 
ways are, however, likely to be 
protracted. 

3 

Scrutiny of the rates on the basis 
of wldch annual contributions 
are made to the depreciation 
fund of the Posts and Tele- 
graphs Department and the 
consideration of the question 
of alternative methods of 
applying such scrutiny. Ques- 
tion whether the Posts and 
Telegraphs Department may 
use the accumulations in the 
fund for its oum Capital ex- 
penditure. 

Ibid — ^paragraph 

36. 

These questions are under consi- 
deration. 

4 

Extension of the scope of audit 
on company lines by Govern- 
ment Examiners. 

Ibid — ^paragraph 

36. 

I The Auditor General haa made 
some recommendations which 
are under consideration. 

6 

Settlement of claims by the Im- 
perial ‘ Government against 
Indian revenues mainly in 
respect of liabilities arising j 
out of the war. ' 

i 

Ibid — parDgroph 

38. 

ESorta to reach a comprehenEive 
settlement of the various 
claims .md counter claims sns 
still proceeding. 
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Recommendations or observa- 
tions made by the Public Reference to 

Accounts Committee. Report. 



C Settlement of claims with Report of 1928, 
Poreign Governments in con- paragraph 39. 
nection ■ndth repatriation of 
refugees from India. 


Purther amounts aggregating 
£1,913 vere recovered during 
1927-28 from the Governments 
concerned. 


Loan of £5,000 to the Taj 3Iahal 
Trading Companj' in connec,-. 
tion n-ith an Indian Exhibit 
at the Sesqui-Centennial Ex- 
position at Philadelphia. 

Question of issuing an up-to-date 
edition of the Eorest Depart- 
ment Code -without -waiting 
for the recommendations of 
I the Statutory Commission. 


Ibid — paragraph 

. 40. 


Ibid — paragraph 
44. 


Final settlement of the account JWd— paragraph 

of timber shipped from Birma 46. 

and placed , -with the timber 
agents in London for disposal. 


Foreign and Political 

partmeot, , , ■ . 

■i;Uf>.e'Acobimtsre-’ JWd— paragraph 

01E», 

ehould’ appear nr the Appro- 
priation AcoonntB. | 


Of the amount £2,500 -n'as 
covered by security and the 
balance has been -uTitten off as 
irrecoverable. 

The Inspector-General of Forests 
is strongly against the pro- 
posal being carried out on the 
eve of the Statutorj' Commis- 

‘ sion’s Report -which may affect 

the position materially., The 
Government of India have 
accordingly decided, in con- 
sultation -with the Accountant- 
General, Central Revenues, ^ 
drop for the time being the 
idea of bringing out a new 
issue of the Code. Certain 
portions of the Code -will, how- 
ever, he brought up to date as 
suggested by the A. 6- C.-R- 
» 

In view of the considerable 
difficulties in the settlement ot 
the acconnt and the dispro- 
portionate amount of time ana 
money Iffiely. to be expended 
in Buch settlement, tne Hign 
Commissioner has been an- 
thorised to enquire fro™ 
firm whether they woffid offer a 
lump sum for the whole ?^okin 
their hands on the 31st Decem- 
ber 1928 on conffition 
the response made by the firm 
is reported to the Government 
of India for approval. 

Necessary arrangements -have 
. been made to exercise ade 
quate control over expendi- 
ture. 

The form of aocounts refmed^to 
has been accepted by tho Gov 
emment of India. 
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Recommendations or obsorva- 



No. 

tions made by tho Public 

Reference to 

Remarks. 


Accounts Committee. 

Report. 



Question of keeping cinchona 
accounts on a commercial 
basis both in respect of tho 
transactions of the Govern- 
ments of Bengal and India. 


Improvement on tho existing 
arrangements for verification 
of slocks of cinchona bark at 
JIungpoo. 


Report of 1928, 
paragraph 49. 


Ibid — ^paragrapii 
60. 


Question whether tho system of 
allocation of fees realised from 
paying patients treated at tho 
X-Ray Institute, Dchra Dun 
shoidd not bo stopped and 
whether tho ofiicers of tho 
institute should not be , de- 
barred from private practice, 
a suitable compensation be- 
ing given, if necessary. 


lb Desirability (a) of the audit 
irregularities and connected 
questions relating to tlio ac- 
counts of the Imperial Insti- 
tute of Veterinary Research 
and Dairy at Muktesar being 
disposed of bj’’ Government 
and (6) of steps being taken to 
improve the administration 
of tho Civil Veterinary Ser- 
vices grant. 


Ibid — ^paragraph 
52. 


Ibid — ^paragraph 
64. 


16 Form in which the profit and ibid — ^paragraph 
loss accounts and balance 66. 
sheet of the Mints will appear 
in the Approp- iation Accounts. 


Tho Bengal Government aro still 
considering tho question of 
commercialising their cinchona 
nocounts. Until their inten- 
tions are known, no progress 
can be made with tho com- 
mercialisation of tho cincliona 
nccounts of t he Government of 
India wliich is besides bound 
up with tho problem, now be- 
ing considered, of making tho 
production and supply of cin- 
chona a function of the Central 
Government, 

Tho Government of India have 
accepted tho proposal of 
the llircctor, Bot.anical Survey 
that tho matter should bo re- 
ferred to tho Commercial Au- 
ditor who will, it is under- 
stood, bo deputed to JIungpoo 
in connection with tho com- 
mercialisation of tho Bengal 
cinchona nccounts. Tlio mat- 
ter will bo considered further 
when tho Auditor has re- 
ported. 

Tho Government of India have 
taken steps to ptit the admi- 
nistration of tho Institute on 
a satisfactory basis. As re- 
gards fees realised from pay- 
ing jiaticnts, they have decided 
that 50 % of tho amount col- 
lected should go to Govern- 
ment and 50 % should be 
distributed among tho mem- 
bers of tho staff who carry 
out the treatment. 

As regard (a), necessary action 
has been taken and orders are 
under issue. In regard to (6) 
the attention of the officers con- 
cerned has been drawn to the 
necessity for improving the 
administration of the grant : 
and further specific reforms 
arc contemplated. 


The form of the accounts has 
been approved by the Govern- 
ment of India and profit and 
loss accounts for 1927-28 ndth 
balance sheets have been ap- 
pended to the Appropriation 
Accounts. 
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Recommendations or observa- 
tions made by the Public 
Accounts Committee. 


Question relating to (a) the re- 
vision of rents of residential 
buildings in Delhi; (b) the 
loss due to the provision of 
residences in Simla for the 
members of the Indian Legis- 
lature ; (c) the adequacy of 
rents charged for fumitiu'e 
supplied to Government resi- 
dential buildings in Delhi ; 
(d) the incidence of expendi- 
ture on the residences, etc., of 
His ExceUenoy the Command- 
er-in-Chief ; and (c) the re- 
covery from Commercial De- 
partments of the loss incurred 
on account of residential 
buildings suppbed to them by 
the Public Works Depart- 
ment. 


Reference to 
Report. 


Report of 1928 — 
paragraph 67. 


Deposit of revenue coUeotions Ibid — ^paragraph 
direct into the treasury on a 68. 
chalan passed by the revenue 
official concerned. 


Eorm in which the proforma Ibid — paragraph 
profit and loss accormts in 69. 
respect of S.S. “Maharaja” 
should be kept and the ques- 
tion of placing the Commissa- 
riat Department on a com- 
mercial basis. 


Desirability of instituting a local Ibid — paragraph 
Pay and Accounts Office at 60. 

Port Blair. 


Remarks. 


{a) The rents of residential build- 
ings in the New Capital Area 
have been rcrcalculated with 
reference to Fundamental Rule 
45A and the Supplementary 
Rules. The re-calculation of 
rents of residential buildings 
in Old Delhi is in hand ; (b) this 
question has been settled — tide 
paragraph 3 on page 367 of 
the Appropriation Accounts of 
the Central Government (Civil) 
for 1927-28 ; (c) inventories of 
fumittue have been prepared 
in the case of Bungalows of 
Hon’ble Members and gazetted 
officers and clerks’ quarters 
in the New Capital Area and 
proposals have been sub- 
mitted to the Government of 
India in respect of revision of 
the scales and rents of fur- 
niture in these buildings; (d) 
and (e) the questions are under 
consideration. 

To minimise the chances of de- 
falcation of Government 
money instructions have been 
issued in consultation with the 
Accountant General, Central 
Revenues. There are, how- 
ever, practical difficulties in 
the way of direct credit into 
the treasury of amounts at 
present received by Judicial 
Muharrirs, etc. of Tahsils and 
certain other Government serv- 
ants. Further enquiry is 
being made with a view to 
ascertaining whether at least 
some of the items of revenue 
and receipts cannot be credited 
into the treasury direct. 

The form of tbe'pro forma ac- 
counts of “ Maharaja ” and 
“ Ahmedi ” has been settled. 
The accounts of the Commis- 
sariat Department vill be ex- 
amined by an officer of the 
Commercial Audit Doparf- 
ment deputed to Andamans for 
the purpose ; his report is be- 
ing awaited. 

A modified proposal is now under 
consideration to set up a com- 
bined audit and account office 
on the lines of the office of the 
Audit Officer, Indian Stores 
Department. A scheme for its 
introduction will be framed at 
the first favourable opportun- 


ity. 
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No, 

Recommendations or observa- 
tions made bj* the Public 
Accounts Committee. 

Rofcronco to 
Report. 

21 

Feasibility of exhibiting so- 
paratclj’ the expenditure re- 
lating to the Moplah settle- 
ment. 

Report of 1928 — 
paragraph 01. 

22 

Early revision of the Ecclesias- 
tical Rules. 

Ibid — ^paragraph 

02. 

23 

Audit of secret service expendi- 
ture. 

Ibid — ^paragraph 

63. 

24 

Progress of the settlement of 
outstanding claims against 
some Foreign Governments 
and Indian States and of the 
unadjusted balance duo by the 
Gwalior Durbar. 

Ibid — paragraph 

04. 

25 

Settlement of the form of ac- 
counts of the Security Print- 
ing Press. 

Ibid — ^paragraph 

65. 

26 

Preparation of capital and re- 
venue accounts of residential 
buildings in New Delhi. 

Ibid — ^paragraph 

07. 


Jlcnmrks. 


It lius l)eon found, after consul- 
tation with the Chief Com- 
missioner, Aiulnmnns, that 
there are practical dilTicultios 
in the way of separating such 
expenditure. 


A draft set of rules has been i)rc- 
pared and the Metropolitan’s 
Cliaplain has been asked to 
examine them in the light of 
the altered position conse- 
quent on the passing of the 
Indian Church Act and Mea- 
sure. 


The Secretary of State has been 
addressed in the matter. Hu 
ropl^' has just been received. 

(rt) The claim against the Per- 
sian Government is under the 
consideration of His Majesty’s 
Government. (6) 'Iho outstand- 
ing claim against the Jaipur 
Durbar has been finally settled. 
The Gwalior Durbar have in- 
timated that out of an out- 
standing balance of Rs. 30,745, 
a sum of Rb. 37,083 has been 
paid. The balance of Rs. 
2,062 will bo settled shortly. 

(c) The claim against all the 
Foreign Governments amount- 
ed to £50,400 of W'hich £16,615 
has been recovered. Negotia- 
tions are still proceeding in 
regard to the balance of 
£33,785. 

'riie forms of the accounts has 
since been approved by the 
Government of India. 

Please see the remarks in para- 
graph 2 (6) on page 653 of the 
Appropriation Accounts of the 
Central Government (Civil) 
for 1927-28. The rents of 
buildings in Netv Delhi have 
since been recalculated with 
reference to Fundamental Rule 
45-A and Supplementary Rules. 
The Capital and revenue ac- • 
counts will be prepared as 
soon as possible. 
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No. 


Recommendations or observa- 
tions made by the Public 
Accounts Committee. 


Reference to 
Report. 


Remarks. 


27 


Desirability of coming to a de- Report of 1928 — 
cision on the points referred paragraph 68. 
to in paragraphs 4 and 6 of the 
. Auditor General’s memoran- 
dum on the working of the 
Provincial Loans Pund (Ap- 
pendix X to Public Accounts 
Committee’s Report on the 
Accounts of 1926-27). 


The matter is under considera- 
tion. 


28 


Possibility' of remedying a de- Ibid — ^paragraph 
feet in the machinery for oxe- 69. 
outing repairs to biddings in 
the Posts and Telegraphs De- 
partment which causes largo 
variation between estimated 
and actual expenditure on 
“Repairs to buildings ”. 


Revised instructions have been 
issued which, it [is hoped, will 
enable the spending officers 
concerned to keep their expen- 
diture on repairs in closer 
agreement with the budget 
grants. 


29 


Suggestion to take steps for the 
avoidance of over-estimating 
expenditure under the head 
‘ Radio ’. 


Ibid — ^paragraph 
70. 


With a -sdew to minimising the 
possibility of lapses in future 
substantial lump_ cnts_ have 
been made in this section of 
the estimates for tho current 
year and it is hoped that the 
experience gained udll enable 
the Director General to bring 
estimates and actuals into 
closer touch. 


30 


Enquiry into the comparative 
cost of running tho Indian 
Posts and Telegraphs Depart- 
ment and the Indo-Euro- 
pean Telegraph Department. 


Ibid — ^paragraph 


The Director-in-Chief of the Indo- 
European Telegraph Depart- 
ment has been requested 
through tho India Office to 
communicate the results m 
his detailed enquiry in regard 
to tho comparative cost of 
running tho Indian Posts and 
Telegraphs Department and 
tho Indo-European Telegrapn 
Department. The reply 

received will be cironlatcd to 

tlve members of the Public 
Accounts Committee. 


31 


Desirability of a speedy improve- 
ment in the rvorldng of the 
East Indian Railway Ac- 
counts Office. 


/hid— paragraph 
73. 


It has been reported by Audit 
that the work of the East 
Indian Railway Accounts 
Office has shown improveroentf 
and that many of the old 
arrears Lave been clo^d. 
Tho Controller of Railway 
Accounts is carefully watch- 
ing the progress of v’orK m 
the Chief Accounts Officers 
Office throngh monthly re- 
turns. 
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No. 

Recommendations or observa- 
tions made by the Rublio 
Accounts Committee. 

Reference to 
Report. 

32 

Question of the improvements 
in the procedure relating to 
sales of stores. 

Report of 1928 — 
}iaragrnj)h 76. 

33 

Intimation to the Committee 
of the decisions taken regard- 
ing the recommendations of 
the State Railway Workshops 
Committee on the piece-work 
and bonus systems and tho 
introduction of cost account- 
ing in workshops. 

Ibid — paragraph 

77. 

34 

Disposal of the building at. 
Nagpur no longer required by 
the Railway authorities. 

Ibid — paragraph 
78. 

35 

Enquiry whether the defect in 
the arrangements for shipping 
sleepers after they had been 
passed in Burma was duo to a 
defect in the contract itself 
and when exactlj' the fraud 
came to light. 

Ibid — imragraph 
79. 

36 

Comparison of the expenditure 
on the' crew system on the 
lines on which it is in force 
with the recoveries made from 
passengers travelling vithout 
tickets. 

Ibid — paragraph 
81. 

37 

Loss of revenue thro-ngh claims 
for hire charges for stock 
loaned to the Military Depart- 
ment not having been pre- 
ferred in time. 

Ibid — ^paragraph 
82. 

0 

38 

Ascertainment of the rules in 
force on the Army side for the 
recovery of the sale-proceeds 
of auctioned materials with a 
view to their adoption, if ne- 
cessary, in the Railway De- 
partment. 

Ibid — ^paragraph 
83. 

39 

Desirability of communicating 
modifications in the Ci-vil Ser 
vice Regulations by the issue 
of correction sUps with ae 
little delay as possible. 

Ibid — paragraph 
■ 8G. 


lU'imirks. 


Necessary instructions for the 
account ing of stores have since- 
been issued ; vide ITinancinl 
Connnissionor’s incinornndum 
on tiic recommendation of Sir 
iVrthur Dickinson on t iic sj'stom 
of Stores accounting on Rail- ’ 
ways (Atmexure 1). 

Necessary instructions on the 
subject have since been issued ; 
vide Financial Commissioner’s 
memorandum on the recom- 
mendations of vSir Arthur 
Dickinson on -a orksliop organi- 
sation a!vd accounting on 
Indian Raihvaj's (Annexuro 
II). 

The building has since been dis- 
posed of and the original 
cost written back from Capital 
to Revenue. 

The first question is under exa- 
mination. As regards the se- 
cond, it may be mentioned that 
the fraud came to light in 
December 1021 . 


Necessary information for the 
purpose is still being obtained 
by the Railway Board. 


The procedure has been revised 
with a view to watch being 
maintained over stock loaned 
to the Army Department and 
this will obviate the possibility 
of recovery being lost sight of. 

The procedure on the Army side 
has been ascertained and the 
question of issuing suitable 
instructions on the Railway 
side is under consideration. 


A reprint of the Civil Service 
Regulations has since issued. 
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Recomniendations or observa- 
tions made by Public 
Accounts Committee. 

Reference 

to 

Report. 

,Remark.s. 

40 : 

Suggestion tbat only those cases 
of authorisation of expendi- 
ture in anticipation of the 
approval of tie Standing 
Finance Committee or of pro- 
vision of funds should be 
shoTYTi in the Report of the 
Accountant General, Central 
Revenues on the Aiipropria- 
tion Accounts of the Central 
Government (Civil) in which 
the Audit considers that such 
approval is necessary in accord- 
ance with the principles 

laid down by the Committee 
but has not actually been 
obtained. 

Report of 1928 — 
paragraph 87. 

The suggestion is a,ccepted by the 
Government of India. 
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APPENDIX HI. 

Statement showing the recommendations or suggestions made by the Public 
Accoimts Committees oi 1923, 1924, 1925, 1926 and 1927 on wliich action is 
still outstanding. 



Rccomnicndntions or obscrvn- 
(ioiis nmdc bj* tlie Public 
AccoiintF Committee. 


Desirnbility of amending tlie 
leave rules whicli seem to bo 
unnecessarily complictited. 


Preparation and maintenance 
of an inventory of all Govern- 
ment proportj’, buildings, etc., 
and the question of the ade- 
quacy of the existing sj’atcm 
of checking dead stock regis- 
ters. 


Use of the reserve placed at the 
disposal of the Finance De- 
partment and the question 
of creating a Civil Contingen- 
cies Fund on the English mo- 
del. 


Treatment of losses of revenue 
due to fraud, defalcation, etc., 
as a form of expenditure, there 
by bringing them to the 
notice of the Public Accounts 
Committee through the Ap- 
propriation Accounts. 


Introduction of a system of in- 
ternal check on Customs re- 
ceipts, -which -will ensure an 
efficient scrutiny of the collec- 
i tion of such dues. . - 


Question of enforcing discipli- 
nary action on an officer who 
has retired between the date 
of committing an irregularity 
and the date of its discovery. 


Reference 

to 

Report. 

Remarks. 

Report of lb21, 
paragraph 33. 

The question is under considera- 
tion. 

Report oi 11124, 
paragraph 35, Re- 
port of 1927, para- 
graph 19 and Re- 
port of 1928, para- 
graph 20 (4). 

1 

A memorandum on the subject 
will bo circulated to the mem- 
bers of the Committee — vide 
Appendix VI. 

Report of 1925, 
paragraphs 30 — 33 
and Report of 
1920, paragraph 
12. 

1 

The matter has been loft over for 
enquiry by the Indian Statu- 
tory Commission, Mean- 

while the procedure described 
in paragraph 7 of Resolution 
No. D-1103.A., dated 5th 
May 1927 (Appendix I to 
Public Accounts Committeo’e 
Roporton the accounts of 1925- 
2G) is being obsen-cd. 

! 

i 

Report of 1920, 
paragraph 38, 

Report of 1927, 
paragraph 35, 

and Report of 
1928, paragraph 
20(2). 

The matter was discussed at tho 
Conference of Financial Re- 
presentatives in November 
1928 and the Auditor General’s 
views on the various points 
raised at the Conference are 
awaited. 

Report of 1925, 
paragraphs 40-41, 
Report of 1926, 
paragraph 29 and 
Report' of 1928, 
paragraph 21 (»). 

J'^or the action taken on this re- 
commendation, please see para- 
graph 7 of Resolution No. D.- 
1407-A., dated the 17tb May 
1929 (Appendix I to Public 
Accounts Committee’s Re- 
port on the accounts of 1927- 
28). . 

Report of 1926, 
paragraph 43. 

The question is under the consi- 
deration of the Government 
of India. 
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Recomiaendations or observa- 
tions made by the Public 
Accounts Committee. 


Peferenoe 

to 

Beport. 


Eemarks. 


Formulation of rules to regulate 
the placing and control of 
contracts in India. 


Beport of 1925, jorders of the Government of Ini 


Exhibition of worlung expenses 
of commercial departments in 
the account and estimates. 


Revision of the Sea Customs Act 
of 1878. 


10 Direct access of the Auditor 
General to the Secretary of 
State. 


Amendment of the Government 
of India Act in the manner 
suggested in the Auditor Gen- 
eral’s memorandum No. T.~ 
517, dated 30th July 1926 
(Appendix VI in Report of 
1926) so as to remove the ano- 
malous relations beWeen him 
and the Auditor of Indian 
Home Accounts. 


paragraph 49, Re- 
port of 1926, 
paragraph 18, Re- 
port of 1927, 
paragraph 13, 
and Report of 
1928, paragraph 
27 » 

Report of 1926, 
paragraphs JO-Il. j 


Report of 1926, 
paragraph 30 and 
Beport of 1927, 
paragraph 16. 

Report of 1020, 
paragraph 33 and i 
Report of 1927, i 
paragraph 23. 

Beport of 1926, 
paragraph 41. 


vill issue shortly. 


Proposals Avere laid before tl 
Secretary of State in 1927 irl 
has decided to postpone co 
sideration pending receipt 
the Report of the Statutoi 
Commission. 

The draft BUI for the revision 
the Act is under consideratio 


' The question has been left f( 
examination by the Statutoi 
Commission. 

The question has beoii roferrei 
to the Statutory .Conunissio 
for examination. 


12 Question of making the Indian Report of 1926, 
Stores Department self-sup- paragraph 57, Re- 
porting by obtaining more em- port of 1927, 
ployment for it. paragraphs 20-21 


port of 1927, 
paragraphs 20-21 
and Report of 
1928, paragraph 
31. 


Necessity for submitting out- 
goings on account of Loans 
and Advances to annual vote. 


Report of 1927, 
paragraph 10(18). 


Question of modifying the system Report of 1927, 

. i .... wV> 1 ^ 


of large annual adjustments in 
accounts that are noiv made 
and substituting accounts ar- 
rangements which will repre- 
sent improved machinery for 
watching liabilities concur- 
rently with events. 


paragraph 11. 


The question is still under thi 
consideration of the Govern 
ment of India, 


It has been decided to deal witli 
the question in connection 
with the Report of the StatU' 
tory Commission. 

The question is under considora" 
tion. 


109 


Recormiendations or observa- Reference 

tions made by the Public to 

Accounts Com rdttee. Report. 


16 Di3 cussion in general terms of Report of 1927, 
the Report of the Public paragraph 11 and 
Accounts Committee in the Report of 1928, 
Legislative Assembly. paragraph 16. 


Separate exhibition of the 
account relating to the non- 
commercial portion of the work 
of the Indian Stores Depart- 
ment connected with the de- 
velopment of Indian Indus- 
tries. 

Question of a more systematic 
audit of receipts and stores. 


18 Transfer of the control of the 

roads and buildings in the 
North-West Frontier Province 
from the Military Engineer- 
ing Services to the Public 
Works Department. 

19 Recommendation that an op- 

portunity should be given to 
the Public Accounts Com- 
mittee or the Legislative As- 
sembly to express their views 
before the Governor-General 
declares as non-votable an i 
item of expenditure which 
has been votable. 

20 Examination of the question of 

transferring the control of the 
Indo-European Telegraph 
Department to India. 


Report of 1927, 
paragraph 22. 


Report of 1927, 
paragraphs 29-32 
and Report of 
1928, paragraph 
20 ( 6 ). 

Report of 1927, 
paragraph 47. 


Report of 1927, 
paragraph 69. 


Report of 1927, 
paragraph 66. 


Remarks. 


A memorandum on the subject 
will be circulated to the mein- 
bers of the Public Accounts 
Committee — vide Appendix V. 

The question is under considera- 
tion in consultation with the 
Audit Officer. 


The question is under considera- 
tion. A final decision is not 
likely to be reached when the 
Statutory Commission is sit- 
ting. 

The question is under considera- 
tion. 


The question will be considered 
in connection with the enquiry 
by the Statutory Commission. 


A despatch to the Secretary of 
State for India on the subject 
of the future administration of 
the Indo-European Telegraph 
Department was issued on the 
6th December 1928. No reply 
has yet been received. 
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AWEXURE I: 

Memorandum by tlie Financial Commissioner of Railways, on tbe recommen- 
dations of Sir Arthur Dickinson on the system of stores accounting on 
Indian Railways. 


1. At the last meeting of the Standing Finance Committee for Rail- 
ways, Mr. Jamnadas Mehta requested that the Committee should be in- 
formed of the views of the Government of India on the recommendations 
made by Sir Arthur Dickinson on the subject of Stores Accoxmts in order 
that the Committee might be in a better position to deal finally with the pro- 
posals which had been placed before it for the reorganisation of the Superior 
Stores Establishment on State Railways The Financial Commissioner ex- 
plained that Sir Arthu Dickinson’s recommendations on the subject of stores 
accounting had not yet been completely examined but that prehminary memo- 
randum on the subject would be placed before the Committee at its next 
meetmg. 

2. In paragraph 197 of Chapter IX of his report, Sir Arthur Dickinson 
recommends the complete separation of the functions of purchase and cus- 
tody of stores by constituting a Chief Supply OfiGicer immediately responsible 
to the Agent who would be authorised to exercise all the latter’s powers of 
purchase. He visualises, however, as an alternative the creation of one Supply 
Department, xmder an official of the Railway Board, for all State-managed 
Railways. The duties that he recommends should be allotted to the Controller 
of Stores are detailed in paragraph 198 of his report. Briefly, he assigns to this 
official all the duties that the Railway Board propose to vest in him except 
those relating to the purchase and supply of stores. 

3. One of the principal features of the proposed reorganisat'on of the 
Stores Department of the State-managed Railways is the intention, as stated 
in the memorandum placed before the Committee at the last meeting that 
“ the Controller of Stores should be placed as soon as possible in his proper 
position as the principal supply officer of the Railway and that he should be 
responsible not merely for supplying departments with stores as required but 
for keeping himself fuUy cognizant of departmental needs, arrangiug for stocks 
for day to day consumption, purchasing stores in the best market and advising 
the Agent generally on matters of supply ”. 

4 The system which the Government of India intend introducing on State- 
managed Railways provides for a clear separation of the following main classes 
of duties which will be allotted to the Stores Department : — ■ 

1. Supply, 

2. Inspection. 

3. Store-keeping. (Custody and Control.) 

The stafi employed on any one of these classes of duties will work quite indepen- 
dently of the others, but they will aU work imder the orders of the Controller 
of Stores. 
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5. This arrangement gives' eifect to the main principle imderlving Sir 
J^thim Dickinson’s recommendations, namely, that the purchasing agency 
should he kept separate from the inspecting agency, except that the. division 
of the duties is not carried right to the top as recommended by him. 

6 . The Govermnent of India had carefully considered Sir Arthur bickinson’s 
recommendations before they finally decided that the responsibihties connected 
with the Supply, Inspection, Custody and Control of Stores should he vested 
in one principal ofldcer of the railway instead of two. The decision was talcen 
on grounds both of efficiency and economy. While, as stated previously, 
the Inspection Branch of the Stores Department will be entirely 6ej)arate 
and independent from the Supply Branch, the Government of India consider 
that a Controller of Stores possessing the experience and qualifications that 
will be required under the scheme of re-organisation, and whose duties will 
bring him into contact with the practical day to day needs of the various depart- 
ments of the railw’’ay, will be in a better position to secure stores of the proper 
q^uality at the lowest, possible price than an officer whose duties are, confined 
entirely to purchasing. It may be added that it is intended that a. Tender 
Purchase Committee shall be appointed on each railway on the same lines as 
the one already constituted on the East Indian Kailway — vide paragraph 41 of 
the memorandum on the proposal for the Separation of .Accounts from Audit 
•on Indian Railways* 

7. The arrangement contemplated is similar to that in force in the Indian 

Stores Department which provides for a Director of Purchases and a Director 
of Inspections each subordinale to the Chief Controller of Stores who is ulti- 
mately responsible to the Gpverninent of India' for the proper working of both 
branches of the Department. : 

8. It is hoped that with this explanation the Committee will agrea totho 
proposals for the re-organisation of the Superior Stores Establislunent of 
State-managed Railways. 

9. We shall now proceed to consider the various recommendations relating 
W stores accounting made by Sir Arthur Dickinson. 

20. The Oontr oiler of Stores should maintain recor 's in quantity only of all 
stores under his custody in Main Stores, Shop Stores, Sheds and all other point* 
tvhich canriot b ' put upon the Imprest system'.' 

■ (Paragraph 198 of the Report, Part I.) 

This system has been in force for many years on all railways in India 
and there is no intention of changing it. 

11. The Controller of Stores should have a representative at all places uhcre 
stores are hept including tiew construction works, and this representative shou « 
responsible to him for the receipt, safe custody and issue of all stores at these pom 
and should keep quantity records thereof . 

(Paragraph 198 of the Report, Part I.) 

This is the general rule proposed by Sir Arthur Dickinson but ^ 

■exception in paragraph 202 of his report. Part I, in which he that 
material, both on the track, and on coiistruclion must necessarily mam y 
the custody of engineers in charge. 
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Tlie proposed re-organisation of tlie Stores Department contemplates 
tlie appointment of a representative of tlie Stores Department on the lines 
recommended by Sir Arthur Dickinson. As he himself recognises, it will not 
be possible to have such representatives at all points (see his recommendations 
in paragraph 202 of the report, Part I, regarding the Imprest system) if un- 
necessary expenditure in establishment charges are to be avoided. For new 
construction projects a representative of the Stores Department will be ap-r 
pointed to the charge of the Stores Depots. 

So far as the responsibilities for receipt, safe custody and issue of stores 
are concerned, our existing system is the same as that outlined by Sir Arthur 
Dickinson. It is based on the principle that a clear distinction should be made 
between stock materials and special stores obtained for major open line works, 
new construction and heavy renewals of permanent way. The system is con- 
ducive to both efficiency and economy, in-as-much as on the one hand, the acti- 
vities of the Stores Department are confined within its proper sphere, and on 
the other, from the Engineer’s point of view, the collection of materials is 
among the first operations must that be conducted before actual construction 
commences. Double handling and dual control, which are hkely to interfere 
with the proper discharge of functions and which involve additional expenditure 
on either side, are avoided. Further, the arrangement of sending such material 
direct to the custody of the engineers does not involve any relaxation of the 
rules for proper inspection of Srupphes before dehvery is taken by the railway. 

12, In defining the functions of the representative of the Controller of 
Stores, Sir Arthur Dickinson says (paragraph 198, Part I) that he should also 
be responsible for keeping a list of construction plant infuse and for seeing that 
it is properly disposed of at the end of the work. 

Our- existing system in connection with the execution and accounts of new 
construction provides for proper arrangements, both in the Engineering and 
Accounts Departments, in regard to the maintenance of a list of construction 
plant in use and its disposal on completion of the work, and adequate safeguards 
exist against loss or fraud. Dual control between the Engineers and represen- 
tatives of the Stores Department is undesirable and we prefer to retain the 
present procedure. 

13. {i) The Controller of Stores should he charged with the duty of keeping 
accounts for all permanent way and construction material as received, until by 
periodical returns received from the Engineers in charge they are shewn to have been 
actually xised up on the xvorks in hand. 

{ii) In the case of s7nall permane7it-toay material, this may involve the co7is- 
iruction of a central store on each division from which such ^naterials can be draivn, 
and for this central store, a stores accounting system should be mawtained both by 
the Controller of Stores and the Accounthig Department. 

{hi) Heavy material, both on the track and on co7istructio7i, must neces- 
sarily mainly be wider the custody of the Engmeers m charge, but the amounts 
ddivered to them should be kept on the stores accounting records and the Engineers 
should be required to render monthly i-elurns of the amount consumed and also of 
HGlCPBFiuD 
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pie amounts, sucti as old mils and other material, vjJiichhave come hack from per' 
inanent way. or construction . works. - ■ . ■ 

-- The above recommendations (paragraph 202, Parti) bear on the subject 
of accoimting procedure to be followed in the Stores and Accounts Depart^ 
ments in connection Anth permanent wav and construction materials. Our 
observations on Sir Arthur Dickinson's recommendations are given seriatim 
as follows : — , 

(0 Our existing rules proAude for the main stock of such material 
to be kept in the Stores Department, and for imprests in the 
hands of Pernianent-Avay Inspectors and other officers to he 
held under the control of the Engineers-in-charge. The Accounts 
follow facts, and the dutv of keeping accounts naturally rests 
Avith the Controller of Stores in the case of stock and Avith the 
Engineers-in-charge in the case of imprests. In the general 
accounts of Railways, hoAveA'er, the latter is inAmriably treated 
as part of the. stores balance but the detailed accoimts are kept 
distinct from those of ordinary stock. We are inchned to think 
that this system is based on proper methods of organisation and 
control and prefer to retain it. We are not in fa Amur of dual 
control and duplicate accounting in these matters and are satisfied 
that the existing system is quite satisfactory as it proAades in 
both cases for regular accoimts, both numercial and Amiue, being 
brought under the control of the Chief Accoimtant, for the 
A*erification of permanent way imprests by stock verifiers, 
and for a constant watch oA'er the quantities fixed for each 
item of stock or imprest to see that they are not in excess of 
requuements. 

(ii) The institution of Central Stores, recommended by Sh Arthur 
Dickinson, is merely a question of practical convem’ence. Extra 
cost is iuA-ariably inAmhmd in establishing such ' Depots ’. The 
requirements of each railway will be considered on their merits 
and Sir Arthur Dickuison's proposals in this connection Avill he 
borne in mind Avhen doing so. 

(Hi) The heavy material referred to by Sir Arthur Dicldnson is, as a rule, 
obtained specially for specific AA’orks and as already mentioned, 
such material is in the custody of Engineers-in-charge. In accord- 
ance Avith the principle that accounts should follow facts, our e.xist- 
ing system requires that proper accoimts should be maintained by 
the Engineers and not by the Controller of Stores on the basis of 
monthly returns, as is apparently the intention of Sir jrtthur 
Dicldnson. Further, the cost of such material ought rightly 
to be treated as a liability incurred in connection Avith the AAorks 
for which they are obtained. The correct method of accounting, 
therefore, is to charge the cost of such material to a suspense 
head in the Avorks accounts. Our existing procedure of operating 
on the suspense head " materials at site ’’ serA'es tliis purpose an 
Avc prefer to retain it. We propose, hoAveA'er, to Hsiie s no 



115 


instructions for a proper control over such materials, the require^ 
inents of "which are 

(a) that materials should be obtained strictly in accordance with 
the detailed provision in the sanctioned estimate and within 
a reasonable time before the commencement of works, 

{b) that materials not required must be returned promptly to stock 
or to other divisions where they are likely to be utilised, 

(c) that a strict watch should be kept over the correct receipt of 
returned materials and their disposal, 

((?) that an annual review should be made of the balance at debit 
of this Suspense head, as in the case of stores, 

(e) that complete accounts both numerical and value should be 
maintained by the Bngineer-in-charge, and regular monthly 
accounts of receipts, issues and balances rendered to the 
accounts Department, and 

(/) that a periodical verification of such material should be carried 
out. 

In certain respects, the above requirements are met by the existing system, 
while in others, new methods of control are proposed to be introduced. These 
arrangements and those referred to at paragraphs 14 and 17 of this memorandum 
are designed to ensure that materials will not lie at the site of works or any- 
where else without being recorded in proper accounts of the railway under 
the control of the Chief Accountant. 

We realise that it is important that a strict check should be continuously 
exercised to ensure a proper observance of these rules. We propose accord- 
ingly to issue instrvictions that it should be regarded as an essential part of 
the duties of Stock Verifiers to bring to notice any stores not borne on the books 
of the Railway, and that the Controller of Stores and officers of the Stores, 
Accounts and other Departments should, when on inspections, enquire into the 
observance of these rules. If suitable disciplinary action is taken against 
persons responsible for a failure to observe the rules, the defective procedure, 
with all its attendant risks of fraud referred to by the Raven Committee, of 
having possession of material not borne on the accounts books of the railway, 
will cease. We propose to insist upon such action being taken in future. 

14. Accounts to he maintained by the Accounting .Department . — Sir Arthur 
Dicldnson’s main recommendations are contained in jjaragraph 199, Part I 
of his report where he says : — 

“ The Accounting Department wiU maintain both money and quantity 
records over all stores wherever kept with the exception of those 
stores held by Permanent-Way Inspectors, etc., as specified 
in Appendix V for each of which an account in money only 
Avill be kept by the Stores Accountant and agreed monthly 
with the value of the actual quantity of stores on hand at the 
appropriate depot worked out at issue prices.” 

The procedure which we propose to prescribe Avill provide for the mainte- 
nance by the Accounts Department of both money and q\iantity accounts of 
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all stores wherever kept, including the stocks held by Permanent-Way Inspec- 
tors and Imprest holders. And generally we agree with Sir Arthur Dickinson’s 
recommendations that the Stores Accountant need not maintain quantity 
accounts of the classes of stores referred to in paragraph 251 of Appendix V 
of his report, Part II. 

15. The detailed procedure of accoimting recommended by Sir Arthur 
Dickinson — vide paragraph 249 et seq. of Appendix V of his report, Part II, 
follows in the main, in matters of first importance, that already in force on 
our State-managed railways, and particularly on the East Indian Eailway 
where certain revisions of procedure have recently been introduced, except 


in regard to the following : — 

{a) the daily posting in the ledger control accounts of the debits and 
credits (representing the value of the receipts and issues of each 
depot) and of coal transactions. 

'We agree as regards stores depots. As regards coal we are inclined 
to think that this will introduce an unnecessary refinemen 
in the accoimts. We propose, however, to investigate t is 
question more fully before coming to a final conclusion. 

(6) the employment of tabulating machines already recommended 
for workshops stores accounts, vide paragraph 221 o ar 
of the Report, and of Burrough’s machines in the Stores Accounts 

office — vide paragraph 210. • t 

We have already decided to employ a tabulating machine as 
in one of our railway workshops. Further action will depend on e . 
this experiment. Steps will also be taken as early as possi e 
fully the advantages claimed for the Burrough s machine re erre 

Arthm- Dickinson. ov be 

16. The key note of Sir Arthur Dickinson’s recommendations nny^^ 

said to be the proper maintenance, from day to day of . t e ‘ 

relating to the receipts and issues of stores under the resp ■ • ^Vc 

Accountant. We accept this recommendation wi^oiit ^[^^^g^tigations, 

had recognised its importance, before Sir ^thur Die - .k® p.ailway 

and put into force at the Howrah Stores Depot f nap that as the 

a system designed to achieve this object with the aAde a ^ S ^lie 

work of accounting is done on the spot, it has officials, 

number and volume of returns reqmred from the Stor p onnietimc 

17. Paragraph 200 of Pari I of the rv'TOrWions from the 

back by most railways to prevent stores being draw y 1 

Stores Department in advance of requirements. T e ^ ’ general 

in which laxity easily creeps in. AYe accordingly and rS^iring that 

orders insisting on the strict observance of Accounts Depart- 

inspections should be made by officials of prescribed rules, 

ments with a view to bringing to notice any failure to obse p ^ 

AVe do not anticipate that it will be impossible to ^dher consider 

bat. if practical difficulties arise in regard to Pf "Hinson, 

the system of accountmg recommended by bir Axr Artliur Dickm- 

18. Paragraphs 203 and 204: of Part I of the ’ pfiPways- 
son’s recommendation follows the practice in orce 
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19. Paragraphs 205 and 206 af Part 1 of the Report. — We admit the correct- 
ness of wliat Sir Artlmr Dickinson says in paragraph 205 of his report. 

The position in this respect on the East Indian Railway at the time Sir 
Arthur made his investigation was extremely bad. It is still unsatisfactory. 
Special arrangements, including improvements in procedure, have been made 
to overtake all arrears and at the same time deal jnomptly with new requisi- 
tions. We are not aware that matters are at present in an imsatisfactory 
state on any other railway. We propose, however, to make enquiries and 
take necessary steps to improve the position on any administration where the 
position is imsatisfactory. The basis for determining the maximum stock to 
be held of the various classes of stores was fixed after careful investigation 
and in collaboration with railway administrations. No distinction was made 
between State-managed and Company-managed Railways. Wc are averse 
to increasing the limits already prescribed, but will give full consideration 
to the suggestions put forward by Sir Arthur Dickinson if it is found, as a result 
of the enquiry we propose to make, that maximum stock balances have in any 
case been fixed too low to permit of prompt compliance with requisitions. 

20. Paragraphs 207 and 208 of Par! I of the Report. — Instructions have 
been issued to railway administrations requesting them to take .special steps 
to see that depots act promptly in requisitioning for stores required to re- 
plenish stocks. 

The question of the transportation of stores to destination has been fuUy 
dealt with and steps have already been taken to improve the arrangements in 
this respect. 

21. Paragraph 210 of Part I of the Report. — Questions relating to the proper 
stocking and economical disposal of scrap have continuously engaged the 
attention of the Railway Board. Every means possible is taken to prevent 
valuable and useless materials being mixed. Difficulties arise, however, owing 
to insufficiency of storage accommodation but such difficulties are occasionally 
of a temporary nature only . The matter is one that requires constant attention 
and has been impressed on railway administrations. 

22. Paragraph 211 of Part I of the Report. — Sir Arthur Dickinson here 
raises a question of far-reaching importance. It will be considered separately 
together with other allied recommendations in the Report. 

2^. Paragraph 212 of Part I of the Report. — Sir Arthur Dickinson recom- 
mends (1) the maintenance of an up-to-date price list of stores, (2) that issues 
should be priced at the price list rates, (3) that the price list rates should be 
based on the average price (including percentage addition for stores expense) 
of the latest receipts up to an amount approximately equal to the quantities 
on hand, and (4) that the price list should be corrected every month in regard 
to those items in which the unit rate in the stores ledger (that is the rate ob- 
tained by dividing the value by the quantity in stock commonly known as the 
average ledger rates) differs from the price list rate by 2^ per cent, or more. 

The final effect of Sir Arthur Dickinson’s recommendations is that stores 
issues are priced at average ledger rates. 

The^ Government of India have, not yet come to a final decision as to 
the detailed procedure to be followed in the matter of pricing of stores. It is 
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Commiff possible to place tbeir views before tbe Standing Finance 

Committee for Railways in the course of two or three months. 


■niVV^" of Part I of the Report . — ^^Ve agree to adopt Sir Arthur 

Accoimtr ^ regarding the preparation of a Manual of Stores 


p . , ^ -^thur Dickinson s observations regarding, the distinction between 

, api a and Revenue stores apparently applies only to the overhead charges 
j eyie on stores issued to capital works. No other distinction is made or at- 
■ ^ a-t present. His observations in this connection will be dealt with 

.w en considering the recommendations in paragraph 211 of Part I of the 


' ' other recommendations connected with detailed procediue 
which are contained in Part II of Sir Arthur Dickinson’s Report are of minor 
importance. They will be carefully considered by us. 

27. It would be convenient now to summarise in juxtaposition our 
conclusions in respect of the summary of the recommendations contained 
in paragraph 214 of Part I of Sir Anthur Dickinson’s Report : — 

Recommendations. Government of India’s conclusions. 

(a) Classified Price Lists to be This recommendation is still under 
maintained. examination. It may be mentioned, 

, • however, that under existing rules 

complete Price Lists are maintained 
by the North Western and Eastern 
Bengal 'Raihvays. Partial Price Lists 
are maintained b}^ the Great Indian 
Peninsula and East Indian Eailways. 


.(/') All purchases to be made by 
a Purchasing Officer. 


(c) The certification and jiassing 
for payment of suppliers’ bills to be 
done by the Chief Accountant. 

(d) .Unpriced quantity records to 
be maintained at all W'Orkshops, de- 
pots, sites., etc., where stores are held 
and to be WT-itten up with the aid of 
'Burrough’s machines at places of 
sufficient size to warrant the use of 
those mechanical aids. ■ 


Purchases will be made on the res- 
ponsibility of the Agent and Con- 
troller of Stores of the Bail way. 
The part of the Stores Department 
engaged on purchases will be separate 
and quite distinct from the part en- 
gaged on inspection and custody of 
stores. 

This reconmiendation is in accord- 
ance with the present prescribed 
procedure for all State-managed Bail- 
ways wdiich it is proposed to retain. 

The first recommendation is agreed 

• . . .1 

As reeards the second it is proposed 

to investigate fully rhe advantage's to 
be gained byi he use of the Burroiigh s 
machines for the purposes reconniieiK - 
ed, before taking a final decision whe- 
ther they should bo employed or not. 
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Recommendations. 

(e) Issues from depots to be made 
on authorised requisitions only, and' 
not more than one item to be entered 
on each requisition. 


(/) Stores ^ rains to be used for the 
replenishing of stocks carried by sta- 
tion masters, train examiners, etc. 


(gf) All materials returned to stores 
to be classified on receipt and scrap 
to be further inspected by a Stores 
Committee before being sold. 

{h) The Accounting Department 
to maintain in the Stores Accoimting 
Division inthe Central Office detailed 
quantity and money records for each 
commodity at each depot, excepting 
only Permanent-Way Inspectors’ De- 
pots, etc., as particularised in the 
Appendix. 


Government of India's ' conclmions. 

This first recommendation is in 
accordance with the jnesent prescribed 
procedure for all State-managed Rail- 
ways whicli it is jU'oposed to retain. 

As to the second, many railways 
haA^'c adopted this ]Uocedure recently. 
It has many advantages but the great 
disadvantages in em];iloying it is, that 
the consumption of forms is very 
largely increased and there is multi- 
plication of entries in the accounts, 
with the inevitable result of increased 
labour and increased establishment 
costs. For expeditious compliance 
with requisitions and convenience of 
accounting, it is necessary that there 
should be a separate requisition for 
items stoclced in one ward. As In- 
denting officers are at present not 
informed of tlie arrangements of 
particular w-ards the alternative course 
of confining each requisition to one 
item only is adopted. When the 
stores depots have been fully re- 
organised, it will be possible to devise 
a system by Avhich all Indentors will 
be acquainted with the stocking ar- 
rangements of Stores Depots, and to 
wwk efficiently the system of framing 
Indents as for each Avard. 

There are distinct adA’^antages in 
the procedure recommended. It has 
been w^orked occasionally on some 
railways. Railw^ay administration wdll 
be instructed to adopt it more gene- 
rally. 

This recommendation is in accord- 
ance with the present prescribed pro- 
cedure for all State-managed Rail- 
Avays which it is proposed to retain, 
Yide paragraphs 14 to 16 of this 
memorandum. 
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Becommendations. = 

(j) Tie Accounting Department 
to maintain in a subsidiary ledger 
control accounts in money only for 
eaci depot and the Chief Accountant 
to govern these by one main stores 
control account for all depots in the 
General Ledger. 

(k) Every item of stock at every 
depot to be verified by the 
Chief Accountant’s Permanent Stock 
Checkers by actual count, weigh- 
ment, etc., at least twice a year and 
discrepancies investigated and 
adjusted. 


Government of India's mmkisions. 
Accepted. We have a s imil ar pro* 
cedure in, force at present. 


We propose to retain our existing 
order which provides for a complete 
yerihcation at least once a year of 
each item of stores in the custody 
of the Stores Department and at 
least once in two years of permanent- 
way materials in custody of Engineers 
and Permanent-Way Inspectors. This 
will include the verification of all 
materials at site of works. We shall 
also prescribe that stores in custody 
of all imprest holders should be veri- 
fied at least once in two years. 
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ANNEXURE 11. 

Memorandum "by tlie Einancud Commissioner, Railways, on tlie recom- 
mendations o£ Sir Arthur Dickinson on workshop organisation and 
accounting on Indian Railways. 


1. Sir Arthur Dickinson’s recommendations on the subject o£ workshop 
accounting are contained in Chapter X of Part I of his Report and in Appendices 
Y1 and VII of Part II of his Report. 

2. He summarises liis recommendations in the following terms ; — 

“ that a system of planning, progressing and scheduling be adopt- 
ed in all railway workshojis, and that a new system of cost 
and general accounting be put into force under a workshop 
accountant,” and 

” that all expenses incurred in connection with the workshops which 
cannot be allocated direct to any specific job or jobs, viz., 
Repairs to Plant and Machinery, superintendence and depre- 
ciation be included as overhead expenses and distributed over 
the output as a percentage addition to direct labour costs.” 

3. The first and most important recommendation that Sir Arthur Dickinson 
makes is that a system of planning, progressing and scheduling be adopted 
in all railway workshops. 

AVe are in entire agreement with Sir Arthm’s views on this .subject and 
in recent years we have, of our own motion, undertaken the reorganisation 
of our workshops gmng prominence to the introduction of a proper sy.ste.m of 
planning, progressing and scheduling. A¥e recognise that without it efficient 
and economical workshop adrainistr.ation cannot be obtained. 

Considerable advance in these matters has already been made in the 
Great Indian Peninsula Railway workshops at Parol and preliminary measures 
have been taken to introduce these reforms in all the other worksho])s of our 
State-managed Railways. We propose to take special steps to accelerate the 
complete introduction of the system in our larger workshops. 

The importance of the question is also fully recognisini by the Com]>any- 
managed Railway. 

Six Arthur Dickinson himself states that the detaiiefl system he has le- 
co mm ended follows the same general lines as that adopted on the Gre.at Indisn 
Peninsula Railway shops at Parel which he describe.^ .as a svstem " ’ossei 
upon the latest and most np-to-date methods 

It is our intention to secure that the system introduced in each nsy- 
way workshop is as efficient as that adopted' in the Great Indian 
Railway workshops and described in Sir Arthur Dickinson’s Boport. 
propose, for practical reasons, to let individual Railwav administratfc' 
their own detailed production methods. This is nece.'sarv fi ti-' 
degree of efficiency and economy is to he attained. 

4. We would like to make it clear, however, that we 
method of organisation outlined in para graph 219 of Pa*' 
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Bickinson s Eeport, subject to siich. minor modifications as may be necessary 
to meet the local conditions or to suit tbe requirement of smaller shops 

1 ^ periodical' 
Wnln M lield at least once a month under the chairmanship of the 

yvorks Manager for the discussion of matters of importance. 


regard to matters of accounts. Sir Arthur Dickinson recommends i 

(i) that the general system of accounting should be revised in certain 
respects, , . . 

i(n) that a proper sj^stem of costing should be introduced, ■ and that 
separate costs should be ascertained 'for. each new or re* 
paired locouiotive and for each batch of new coaches or wagons, 
while all repairs of coaches and wagons should be charged out 
on four orders only, viz.. 

Upper Class Passenger carrying Vehicles ; 

Lower Class Passenger carrying. Vehicles ; 

Other coaching Vehicles ; . 

Wagons; 


for each of which orders a total cost should be obtained, which 
by comparison with the number of vehicles, would give the 
average cost per vehicle. (Paragraph 225, Part I.) 


{(in) that accurate labour costs should be obtained by taking the 
average rate of all (a) skilled workers, and (6) semi-skilled workers 
in each shop. (Paragraph 228, Part I.) 

‘(iv) that certain items of expenditure which are at present debited 
to final heads of the Revenue Accounts should be charged off 
to jobs as overhead expenses. (Paragraph 230, Part I.) 

{v) that overhead expenses should be allocated to each separate shop 
as far as possible and that shop and general charges should be 
divided in proportion to the labour costs of each shop and the 
total labom costs of the whole workshop, respectively. (Para- 
graph 231, Part I.) 

(vi) that a system of mechanised accoimting should be introduced for 
compilation of cost data and records. (Paragraph 402, Part Hi) 

6. Sir Arthur Dickinson's recommendations in regard to the main accounte 
of the workshops differ only slightly from our existing procedure, except 'in 
that he advocates the use of the sorting and tabulating, the Dalton, the Reming- 
ton adding and the Burroughs machines for various purposes. 

We are in favour of the proposal to employ machines, but we wish to 
be satisfied by experiment that it vdll prove profitable to do so. Even in 
" bur biggest vmrkshops a. doubt exists whether there will be sufficient work 
for a tabulating machine. We have, however, already decided to empoy 
' this machine, and follow as closely as possible Sir Arthur Dicldnson’s recom- 
mendations as regards detailed procedure, in the Tatanagar worksliopi- , 
..nnd the Moghalpura workshops of the North Western Bailway have also 
recently been making use of a Hollerith tabulating machine. s,., 
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also try out the Dalton and Burroughs and Remington adding machines 
for the purposes recommended by Sir Arthur Dickinson. 

/ 

7. Costing nnits. — (a) In paragraph 225 of the Report; PartT, Sir Arthur 
Diclduson has recommended that separate costs should Ije obtained for each 
new or repaired locomotive and for each batch of new, or each class of 
repaired, carriages and wagons. 

(6) The adoption of the locomotive ns the unit of cost is in accord \vith 
the views expressed in paragraph 156 of the Report of the State Railways 
'Workshops Committee, 1926. from which an extract is given below : — 

“ We consider it necessary to express our disapproval of the practice 
that has in recent years been adopted of charging all repairs 
to engines to one Standing Work Order. This has practically 
resulted in the costing system running to seed and in the 
Standing Work Order for repairs being used as dumping ground 
for outstanding balances. It is a pity that, while history sheets 
of locomotives appear to be carefully maintained and show 
mileages and details of periodical overhauls and of other repairs, 
the lumping of work orders has rendered it impossible to indicate 
simultaneously on the history sheet, the cost of such repairs. 
The extra expense that may be involved in the cost of allocating 
charges to each locomotive or various t}’pes of locomotives would, 
in our opinion, be fully justified, as the extremely valuable infor- 
mation that will be rendered available thereby would allow of a 
close and incessant watch kept over the expenditure on repairs.” 

(c) As against the above view it can be argued that if the average cost 
of repairing the same component part of all engines, or of each class pf 
engine, be recorded, a sufficiently accurate estimate of the repair cost of any 
individual engine is available by reference to data relating to the details of the 
actual repairs carried out on that engine, and that when it is desired to ascertain 
the actual outlay on repairing a particular engine, arrangements may be made 
in advance to foUow this throughout the workshops by the use of special labour 
and material vouchers. 

(d) But such arrangements are likely to come too late to serve any practical 
purpose in effecting economies in the expenditure on repairs. We admit 
that undue overlaboration of cost accounts, which must necessarily involve 
additional labomr and expense, must be avoided ; and that the costing 
details must be reduced to a minimum; but at the same time we feel that 
, such details must not be reduced to such an extent as to defeat one of the 
most important objects of cost accounts, viz., control over expenditure. It 
appears from the Report of the State Railways Workshops Committee that 
a continuous record of costs of occasional repairs and periodical over- 
hards, maintained in history sheets in addition to the details thereof, is 
an invaluable aid in keeping dow'h the expenditure on repairs by a close 
and constant watch over the repair costs from time to time of ; each indivi- 
dual locomotive; and that the advantages derived, from such a record, more 

' than fully repay the additional expenditure involved in its up-keep. , ■ . . 
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(e) It seems to be the intention of the Committee that the watch ovef 
repair costs should be, directed not only to heavy expenditure on such repairs 
M may be necessary but also to cases in which a locomotive or a boiler has ceased 
to be worth repairing. This seems to be borne out by the following observa- 
tions of the Committee on the subject of oncost ; — 

Further, were the indirect charges of the nature we have spoken 
of above caught up in the routine of costing and presented to 
the Chief Mechanical Engineer, he would have, in our opinion 
considered it in many cases, cheaper to replace it with new 
stock than to carry out repairs. We have noticed, specially 
in the case of boilers and wagons, repairs being carried out at a 
stage when they ought to have been condemned and broken 
up.” 

(f) As regards boilers, it ^vi}l not be out of place to quote the following 
remarks contained in the Report 

‘‘ No reliable figures seem to be available on Indian Railways of com- 
parative cost of the up'keep of a boiler during, say, the fir^ 
ten years as compared with subsequent years, but the general 
experience in India certainly con&ms the results of experi- 
ments conducted in Europe and America which all go to show that' 
the cost of repairs to a boiler during the second ten years of its 
liferapidiy rises to a figure which is out of all proportion to the 
original cost of the boiler.” 

(ff) The views of the State Railway Workshops Committee are in accord 
with those on the subject of repairs of workshop plant, as expressed in the 
following terms in a standard work on Factory Administration and Cost 
.Accounts : — 

There is undoubted difficulty in controlling any class of works 
expenses wffien open accounts or standing orders are used by 
the shops, for the net effect of issuing a list of standing orders 
is to give carte blanche authority, from an accounting point of 
view, for any amount of expenditure by the Shops under each 
or any of these orders. In practice, the foreman’s responsibility 
to the Works Manager means the exercise of some discyctioir 
in the amount of expenditure. The Works Manager s criticism, 
however, is apt to come after the event, Avlule, if the periodical 
expenditure follows a normal average, no matter if really high, 
the Works Manager can hardly criticise it since he can rarely 
be in a position to say what it ought to have been. These 
remarks apply with special force to works repairs, the expen- 
diture on which is so susceptible to judgment or discretion. 
The use of individual plant orders, is, therefore,^ recommended 
to cover each repair just as in the case of additions. ’ 

(h) Further, the recognised commercial practice in regard to plant gene- 
rally is to keep in the Plant Record a continuous record of the cost of tmcM 
repair of particular plant. Such a record serves a useful purpose m 
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exercise of necessary control and in particular, aims at the important object 
of bringing prominently to notice whether it would be clieaper to replace 
than to repair the existing plant. It is well-known that repairs on a plant 
tend to increase ns time goes oi\ nntil the repairs become so great that it is no 
longer economical to operate the plant”. It is rpiitr obvious that the more 
expensive the plant the greater is the economy effected by a proper control 
over expenditure in this direction and naturally therefore this consideration 
ought to carry very great weight in the case of locomotives used on Railways, 
which are very expensive both in initial cost and in repairs. 

(j) Wc consider that it would be useful to compile cost data for each 
individual engine in order to have an accurate idea of repairs, and to form 
a correct judgment of the efficiency of each engine on the line. 

For new locomotives, wc consider it sufficient to ascertain costs of each 
batch of locomotives of the same type constructed or assembled at one time, 
as is done at present. 

As regards carriages and wagons, we agree fully with Sir Arthur Dickinson’s 
recommendations. 

8. Averaging of ivages . — In paragraph 228 of the Report, Part I, Sir 
Arthur Dickinson has pointed out that as incremental rates of wages are in force, 
the labour costs based on actual rates of wages do not correctly represent 
the value of the grade of work done, and he has therefore recommended 
that the average rate of skilled and semi-skilled workers in each shop should 
be taken for purposes of labour costs. It may, however, be mentioned 
that the adoption of averages, instead of actuals, would be in direct contraven- 
tion of the fundamental principle that accounts should represent facts. It 
would also introduce a further complication in the workshop accounts and 
require a close watch over unabsorbed balances, as set forth in paragraph 237, 
Part I, of the Report. On the other hand, there seems to be little or no practi- 
cal advantage in the averaging of labour costs and we do not, therefore, see our 
way to giving effect to this recommendation. 

There is also the point that the rate of wage for an individual work- 
man is determined mainly with reference to his efficiency and as the work 
on which he is employed will benefit in relation to his degree of efficiency, 
it is only fair that it should be debited with the cost of his wages and not the 
average of his class. 

9. Inclusion of overhead charges in the cost of jobs. — (a) Sir Arthur Dickinson’s 
proposals are contained in paragraphs 230 and 231 of Part I of his Report. 
Paragraph 231 treats of the basis for distributing the overhead expenses. He 
recommends that as the railway workshops are organised for the manufacture 
and repair work of the railway only and are not operating for profit, the basis 
of a percentage on direct labour cost is sufficiently accurate for all purposes. His 
detailed recommendation would seem to require : — 

(1) that overhead expenses which cannot be allocated to an indi- 
vidual shop should be distributed over the various shops in 
the proportion that the cost of labour in each shop bears to 
the cost of labour in aU the shops combined, 
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, , (2) that overhead expenses which can be aDocated to each separate 

shop should be so allocated direct, 

^3) that- when all overhead expenses, have been so allocated to in- 
dividual shops the percentage which the overhead expenses 
so allocated to each shop bears to the total cost of labour in 
that shop should be expressed as a percentage and the over- 
head expenses should then be distributed over the various jobs 
I’hat shop by that percentage on the cost of the direct labour 
employed on each job. 

Our existing rules provide for the distribution of such charges, as are 
classified as overhead expenses and general charges, on a direct wages basis; 
The Great Indian Peninsula Railway, however, has recently applied the more 
scientific and up-to-date system of separate hourly rates for men and for 
machines, but this system has not been introduced fully and the percentage on 
wages' basis is still prevalent in many cases. On a full consideration we agree 
with Sir Arthur Dickinson that the percentage- on- wages basis gives sufficiently 
accurate results for all practical purposes and we propose therefore to adopt 
it on all our State-managed Railways. 

(6) (^) Sir Arthur Dickinson recommends that the following charges should 
be included as overhead expenses : — 

(1) Work done in the shops, such as repairs to machines, tools and 

other plants. 

(2) Wages of foremen, timekeepers, etc. 

(3) Salaries of supervisory and administrative staff (including a pro- 

portion of Provident Fund Bonus and Gratuities for good 
service), 

(4) Other charges to workshops originating in the Central Account- 

ing office or in other Departments of the Railway. 

(5) Depreciation. 

He adds that on no account should interest in any shape or form be included 
in overhead expenses, 

(ii) Our existing rules on the subject provide as follows : 

“ In framing estimates for the Home line, other Railways, or Govern- 
ment Departments, or for the public, for work to be executed in State-managed 
Railway workshops, provision must be made for the following percentage 
charges calculated on the estimated outlay on labour and stores . 

(f) Supendsion . . • • • • ^ cent. 

{ii) Interest on Buildings and Plant, Depreciation 
of Plant and Maintenance of Buildings and 
Plant per cent. 

{in) Profit, charged- only to other Railways (except 

State-managed Railways), outside public 
(except employees of the Home line), and 
all Government Departments ; .. .. 10 per cent. 
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(1) The charge for profit, on work done in State-worked railway shops 
!for other railways, rh’ay be foregone by mutual agreement, or should be levied 
at such higher or lower rate than 10 per cent, at which other Railway Adminis- 
trations may agree to reciprocate. 

(2) No debit will be raised on any of the above three accounts for works 
.debitable to the Revenue Account of the Home line. In the case of works 
executed for its Capital Account, the percentage charge for (f?) only will be 
levied, and that only where the cost of the work done in the shop exceeds 
Rs. 1,000. 

(3) The estimated outlay on stores in the case of work done for other 
railways (except State railways worked or under construction by the State) 
and for the public, is the book value increased by 10 ])er cent. 

(4) The 15 per cent, for supervision and jn-ofit need not be charged on 
work done hoaa /do. for employes of the Home line, or on works not exceeding 
Rs. 500 in cost, executed for Indian Auxiliary Force Corj)s connected with State- 
worked railway's provided that no additional establishment is entertained 
for such works ; but the percentage charge for («) above must be debited to 
such works. 

(5) In the case of works or repairs, not exceeding Rs. 500 in cost, under- 
taken for any other railway, all the charges specified in this paragraph may 
be remitted, in reciprocation of a similar waiving of such charges .by such 
railway.” 

These rules arc framed on the assiunption that as the railway work- 
shops have been designed and are primarily intended for the repair and effective 
maintenance of the rolling stock and machinery or the railway, it is umiecessary 
to elaborate the system of accounts and costing on the basis adopted by com- 
mercial concern working for profit. 

{Hi) The subject is one that claimed the attention of the Raven Com- 
mittee which recorded the following views in paragraplis 159 and 160 of their 
Report 

“ Repairs to Machinery and Plant in railway workshops total up to 
large sums of money per annum for each railway and affect 
directly the costs of maintenance and repairs of rolling stock. 
The recognised practice in works costing is to treat these 
charges as elements of oncost that would enter finally into 
the cost of repairs. The practice that obtains of allocating 
these charges to a final head of account in the Financial (as 
distinguished from Cost) Accomits, is responsible for this import- 
ant factor being lost sight of in considering, the cost of a unit 
of heavy repairs. It would certainly be more satisfactory if 
a method were devised to allow the expenditure on repairs to 
machinery in workshops to be included in arriving at the cost of 
repairs.” 

There are other similar items of expenditure which find their way 
to different detailed final heads under different “ Abstracts ” 
of Revenue Expenditure, which may profitably be worked inta 
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workshops repair costs, for instance, provident fund bonus to 
workshop employees and customs duty and freight charges incurred 
on stores supplied from Stores Depots for work on Revenue 
account. Expenditure incurred in the Stores, and Account* 
Departments, with respect to the services rendered by these De- 
partments to the workshops, as well as expenditure on certain 
classes of superior supervising and clerical staff, now charged to 
“ General Administration ” may perhaps he susceptible of like 
treatment m accounts. In any case, such charges have to be 
considered in instituting comparisons, as between any two work- 
shops with regard to the economy and efficiency with which repair 
work is being carried out. Further, were the indirect charges of 
the nature we have spoken of above caught up in the routine 
of costing and presented to the Chief Mechanical Engineer, he 
would have, in our opinion, considered it in many cases, cheaper 
to replace it with new stock than to carry out repairs. We have 
noticed, specially in the case of boilers and wagons, repairs being 
carried out at a stage when they ought to have been condemned and 
broken up. So long as the final administrative control is vested 
in the Government of India and the principle of healthy emffia- 
tion as between railways is recognised, the advantages of making 
cost or financial results comparable in some more details will 
be manifest and will afford a satisfactory rejoinder to the naive 
protest commonly met with, that these are refinements in ac- 
counting that are not justified in actual practice.” 

(iv) We have re-examined the question fully and as we are of opinion 
that the value of each job undertaken in a workshop should represent as 
closely as possible wffiat it actually cost to produce, ascertained on a basis 
similar to that adopted in commercial undertaldngs, we agree to include as 
overhead charges all the items of expenses mentioned by Sir Arthur Dickinson, 
except that the charges for salaries of the supervisory and administrative 
stafi we propose, for the present, to confine to the Workshop Manager and his 
subordinate establishment. Provident Fund bonuses and gratuities of the 
labourers and other establishments whose wages are charged to the workshops 
will be included in the overhead expenses debited to the workshops. 

(v) We consider that the question whether it would be proper to include 
as overhead expenses, charges for the salaries and allowances of other super- 
visory and administrative staff and interest charges requires further examina- 
tion. Sir Arthur Dickinson gives no reasons for excluding a charge for interest 
in the cost of jobs undertaken in workshops, while for collieries he recommends, 
in order that a comparison might be made wdth the market price of coal, that 
the price of the output of the Railway collieries should include a percentage to 
cover a fair remuneration on the capital at charge. We propose to re cr 
separately in a self-contained memorandum for the advice of the Standing 
Finance Committee for Railwmys the following questions : 

(1) whether the charges for the headquarters supervisory and admi- 
nistrative staff should be included as overhead charges forming 
part of the cost of jobs undertaken in workshops ; 
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(2) wlietlier such charges should be taken into account in fixing the 

issue price of stores, and of coal raised in railway collieries ; 

(3) whether the issue price of stores should include a charge for other 

administration and clerical expenses as recommended by Sir 
Arthur Dickinson in paragraph 211 of Part I of his Report ; 

(4) whether the issue price of coal raised from railway collieries, of 

stores, and the cost of jobs undertaken in railway workshops, 
should include a charge for interest. 

10. Minor 'pomis . — The following remarks are ofiered in connection with 
the minor recommendations contained in Sir Arthur Dickinson’s Report : — 

{a) In paragraph 232, Parti, of the Report, Sir Arthur Dickinson advo- 
cates the submission to the cost section of all time sheets duly 
priced on completion of each work order and at the end of each 
ten days in the case of standing orders. With a proper systematic 
control on time taken on each job there seems to be hardly 
any necessity for the submission of time sheets renting to 
standing orders at intervals of ten days. We are therefore 
inclined to think that the sj^stem of monthly accounts may 
be allowed to continue and that it should be sufficient if in the 
case of distinct work orders time sheets are furnished as soon as 
possible after the completion of the jobs. If we find in practice 
that delay or want of control occurs in working on the monthly 
system we will adopt the system recommended by Sir Arthm; 
Dickinson. 

(6) In paragraphs 234 and 235, Part I, of the Report, Sir Arthur Dickinson 
recommends that loose-leaf cost ledger in the costing section 
and a workshop ledger in the Accoimts section should be main- 
tained, and that the latter should be closed by the tenth of the 
following month. The existing system of Workshop Account 
provide for satisfactory records to serve the same purposes as the 
Ledgers referred to above. We propose to leave it to the Rail- 
way administrations to adopt either procedure, but we shall 
insist on action being taken to speed up the preparation of the 
Workshop Accounts. 

(e) In paragraph 236, Part I, of the Report, Sir Arthur Dickinson recom- 
mends that completed costs in full detail should be in the hands 
of the Works Manager and other officials within five days after 
the close of the ten-days period. We propose to make arrange- 
ments for supplying the completed costs within five days after 
completion of the work order or close of the month, as the case 
may be. 

((Z) In paragraph 237, Part I, of the Report, Sir Arthur Dickinson 
recommends that all unabsorbed balances should be watched 
carefully from month to month to see that they are kept low 
and that rates are adjusted as soon as such balances are appre- 
ciable. We agree with this recommendation. It is a matter 
to which we have always given particular attention. 


HeiCPBFin 
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(e) Time Clocks. (Paragrapli 364 of Part II, of the Eeport). — We 
agree 'witli Sir Artlmr Dickinson’s views and will experiment with 
. tlie. use of .Time Clocks. 

(/) Printing Press AccounU. (Paragrapk 454 et . seg. of Part II, of 
tke Eeport). — Sir Arthur Dickinson’s recommendations imply 
the maintenance of a system of accounting under which the 
cost of each form printed in the Press will he completed, and that 
the consuming department should be charged with the value 
of stationery and forms i7sed hy it. l¥e agree to follow his re- 
commendations. 

11. We would like to make it clear that it will take a few years before 
we f ully re-organise our workshops and the system of workshop cost accoimting. 
Special steps will have to he taken to secure the services of qualified Production 
Engineers and Cost Accountants. 
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APPENDIX IV. 


tiUnlemont comparing expenditure with grants for 1927-28. 
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3,30,000 

3,29,700 

300 

• • 

63. Other Scientific Dc--< 




partments. 

LA^OJi-i’ofcd . . 

•• 


• • 

• • 


rVoted 

0,39,000 

9,20,038 

18,302 

• • 

64, Education . . 





\_Non-voled . . 

3,000 

—295 

3,295 

• • 


f Voted 

8,64,000 

7,71,906 

82,036 

• • 

66. Medical Services 




\^Non-voUd . . 

2,89,798 

2,86,518 

3,280 

• • 


r Voted 

10,70,000 

10,47,442 

22,558 

• • 

66, Public Health 

1 



[Jfon-volcd . . 

l,2i,155 

1,25,269 

•• 

1,114 
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I 


Number and name of Grant. 


57. Agriculture 


f Voted 

yNon-voiad 


. f Voted 

58. Gvil Veterinary Ser- -i 

"rices. \^N on-voted 


59. Industries 


60. Aviation 


01. Commercial Intelli- 
gence and Statistics. 


Voted 
Non-voted 
Voted 
Non-voted 
fVoted 
\^Non-voted 


rVoted 

62. Emigration — Internal 


63. Emigration — External 


Non-voted 
rVoted 

(^No7i-vo<ed 


fVoted 


’,64. Joint Stock Companies-^ 

[_ Non-voted 
fVoted 

65. Miscellaneous Depart- . 

ments. fJVoa- voted 

rVoted 

60. Indian Stores Depart--^ 
ment. 


67. Currency 


08. Mint 


CP. Gvil Works 


\^N on-voted 
fVoted 
\Non-voted 
fVoted 
\_Non-vo1ed 
fVoted 
\_Non-voied 


Grant. 

Expenditure 

Expeuditubb com- 

PAEED WITH GeAHT. 

Lees 

than 

Granted. 

Mora 

than 

Granted, 

Es. 

Es. 

||H 

Es. 

16,16,000 

13,84,339 




2,39,606 

I 12,09^ 



6,43,897 

36,103 

• • 

64,500 

59,497 

5,003 

4 « 


2,03,768 

68,232 

* • 

15,05,692 

12,55,952 

2,49,740 

• • 

10,14,000 

10,06,624 

7,376 

• • 

4,750 

4,021 

729 

• • 

2,59,000 

2,19,263 

39,747 

« • 

47,043 

46,989 

54 

• • 

46,000 

39,790 

6,210 

• • 

17,326 

17,323 

3 

• • 

1,89,000 

1,82,163 

6,837 

* t 

55,223 

59,915 

•• 

4,692 

1,41,000 

1,34,192 

0,808 

• • 

3,000 

3,279 


279 

2,29,000 

2,01,296 

27,704 

•• 

77,419 

76,514 

905 


16,34,000 

15,68,898 

65,102 

•• 

84,000 

83,973 

27 

•> » 

73,19,000 

69,66,089 

3,63,911 

* • 

^■1 

1,22,791 

13,200 

•• 

17,72,000 

16,03,662 

2,68,448 

* • 

1,05,000 

1,03,618 

1,382 

* • 

1,47,23,000 

1,37,83,936 

0,39,065 

• • 

20,30,963 

20,22,258 

8,705 

* « 


V 

( 
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Number nud iinme of Grnnt . 

Orant, 

Expenditure. 

EsrmrnrrtmT? oom- 
rAur.D t\Tni Grakt. 

I>3.S3 

than 

Granted. 

More 

than 

Granted. 


Its. 

Rs. 

Rs. 

R«. 

f Voted 

70. Supcrnnnuntion jtllfow- ^ 

•12,02,000 

38,47,528 

4,14,472 

•• 

Rticcs nnd rcuFjons. (^iVoi!-tY)(rd .. 

2,Q3,S9,0J2 

2,10,55,413 

7,33,599 

• • 

r Voted 

71. Stnt ionory nnd Print--' 

21, .'in, 000 

25,01,257 

8,88,743 

• # 

ing. (^jVofi-t'o/crf . . 

02,700 

60,713 

1,987 

• • 

f Voted 

72. JrfscoHnneott? ...^ 


18,08,050 

3,07,950 

• • 

t_iVoTi-ty)frrf . . 

41,72,111 

43,09,007 

1,62,444 

• • 

72A. Mi?cclinncoufl Ad- f Voted 

3,17,000 

3,50,131 


3.431 

justmeni'i botmecn Con--< 



tral nnd Prorineinl [_iVon-tvt/rf .. 





Governments. 





r Voted 

73. Xtefundfi .. 

75,08,000 

77,16,481 


1,67,481 

I^A'oJM'ofed .. 

1,98,12,037 

1,95,07,071 

2,44,966 

• 

f Voted 

99,08,000 

00,77,371 

2,90,029 


74. Norlli-Wcfit Proutior < 


Province, f^A’on-fof<cf . . 

1,30,35,188 

1,28,73,030 

1,62,162 

• 

f Voted 

27,.72,000 

27,-l0,182 

11,818 


7C, B.nlncbisJnn ..J 


\^Non-vofcd .. 

45,43,320 

45,19,822 

23,498 

• • 

rVoted 

38,02,000 

37,07,070 

1,24,930 


70. Delhi .. .J 


^A’oJi-i'ofcd , . 

3,04,293 

3,37.001 

27,292 

• • 

r Voted 

15,38,000 

13,43,117 

1,94,883 

• • 

77. Ajmcr-Mcrwara ..W 


l^Non-voled , . 

1.26,770 


1,703 

• • 

("Voted 

41,10,000 

30,61,386 

4,94,016 


78. Andamans nnd Nicobar-/ 


Islands, ^jVon-vofed . . 


1,80,957 

20,743 

• ■ 

("Voted 


6,20,118 

24,882 


79, Pajputena . . -/ 


l_Non-voted . . 

7,90,582 

7,76,522 

14,000 

• « 

f Voted 


0,36,487 

40,613 


80. Central India . . -/ 


{_Non-voted . . 

6,79,233 

6,58,246 

20,987 


("Voted 

81 . B yderabad . , J. 

{^Non-voted .. 


43,352 

41,048 



3,14,640 

3,07,430 

7,210 

* • 














Number and name of Grant. 

Grant. 

Expenditure, 

Expenditure voiu 
pared iviTH Grant. 

Less 

than 

Granted. 

More 

than 

Granted. 

82, Expenditure in England f Voted 

under the control of 

the Secretary of State \^27on-voted . . 

for India, 

83. Expenditure in Eng- f Voted 
land under the control 

of the High Commis- \Non-voied .. 
sioner for India. 

Ecclesiastical 

Political 

Frontier Watch and Ward 

Territorial and Political Pensions 

Bangalore 

Westem India States Agency 

Rs. 

16.31.000 

17.27.000 

21.32.000 

39.78.000 

29,81,169 

95,89,690 

1,23,62,294 

30,58,895 

12,13,221 

13,69,194 

Rs. 

13,29,752 

15,79,715 

13,36,049 

37,53,177 

29,88,655 

98,12,367 

1,27,47,033 

28,60,956 

11.81,642 

13,09,046 

Rs. 

2,01,248 

1,17,286 

7,95,951 

2,24,823 

1,97,939 

31,579 

60,148 

Rs. 

7,496 

2,22,671 

3,84,739 

• • 

• 

f Voted 


14,16,67,129 


1,01,162 

Total .. 


X^Non-voied . . 

26,44,33,853 

26,41,71,999 

26,64,490 

24,02,636 

B. — Expenditure charged to capital. 





84. Capital outlay on Security Printing . . 

30,000 

—9,70,613 

10,06,513 

•• 

86. Forest Capital outlay 

1,000 


1,000 


j,', 86. Irrigation works — Not f Voted 

16,93,000 

6,702 

10,87,298 

. , 

i" charged to Revenue. < 




1,049 

l^Non-voted . . 

•• 

1,049 


89. Capital outlay on rVoted 

19,10,000 

12,57,321 

0,58,679 

. . 

Currency Note Print- < 


37,256 


1,956 

ing Press. \^Non-voled . . 

35,300 

• • 

60, Capital outlay on Vizagapatam Har- 
bour, 

rVotcd 

39,43,000 

29,04,954 

10,38.040 

• • 

25,73,000 

20,79,529 

. • 

1,00,529 

91, Commuted value of 


17,46,690 


4,11,690 

Pensions. [_Non-vo1ed 

13,36,000 


f Voted 

65,18,000 

39,09,708 

20,08,292 

. . 

92. Delhi Capital outlay ..d 

l_Non-vo(ed . . 

7,63,000 

7,48,021 

14,976 

•• 

Capital outlay on Bombay Land Scheme 

• • 

20,74,500 

. • < 

W, 74, 500 

rVoted 


— BMI 

09,99,828 

1,06,629 

Total 

l_Non-i'o(cd .. 

21,33,300 

40,07,519 

24,976 t 

14,89,195 
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Expbkdittoe coa- 

PAEEP -WITH GbANT. 


Number and name of Grant. 

Grant. 

Expenditure. 


Less 

than 

Granted. 

more 

than 

Granted. 


Rs. 

Rs. 

Rs. 

Rs. 

PART IL—POSTS AND TELEGRAPHS 





A. — ExpEK’niTURE chaegbd to Reventte. 


- 



rVoted 

23. Indian Posts and Tele- -{ 

graphs Department. lA'on-voted . . 

I0,M,16,9£>S 

70,83,000 

10,6-2,25,766 

67,63,840 

3,19,160 

8,08,768 

fVoted 

24. Indo-European Tele- 4 

graph Department , 

1 

29,75,000 

13,03,0m 1 

27,56,470 

11,84,674 

2,18,530 

1,18,326 

•• 

f Voted 

Total . . 4 

lA'on-iwlfd . . 

10,83,91,998 

83,86,000 

; 

10,89,82.230 I 
79,48,514 

2,18,530 
\ 4,37,486 

8,08,708 

< 

B.— ExFEKPiTtrnE ch-aeged to Capital, 



1 


f Voted 

€7. Capital outlay on Indian-? 

Posts and Telegraphs. l_No?:-vofe(l . . 

59,90,000 

■20,000 

49,34,310 

18,507 

10,55,690 1 

1,403 

« • 

n^oted 

88. Capital outlay on Inclo--l 

European Telegraphs. {^Jyov. rated . . 

—1,96,000 

—2,04,900 

68,960 

•• 

r Voted 

Total .4 

\_NmM>ofed . - 

57,94,000 

20,000 

46,69,350 

W,.3^'r 

11,24,650 

1,403 

•• 

Total Posts and Telegraphs 

I2,2o,9i,99S 

12,16,18,697 

17,82,069 

6,08,765 

f Voted 

Total ..4 

{_Aon-r'ofed . . 

11,41,85,998 

84,00,000 

11,36,61,586 

79,67,111 

l;l,43,180 

4,38,880 

8,08,768 













Kxrr.SDiTonn com- 
TAunn ^TtT^ Guaxt. 

Kusnl'orand nfiine of Gv.snt, 

Cfranl. 

ICxjH'iulilure. 


Morn 




than 

(ban 




Granted. 

Granted. 


Ra. 

R'!. 

R«. 

lls. 

PAUT 1 1 1.—P. ..\1TAV AYS.* 





A. — Kxrt?.-jnTrii»aT,\r.nJU' To Ur.v?;?n:K. 





rVolrd 

!i.-13,Opo 

8,7‘',000 

0 1,000 

, . 

1. Revenue -“P.r.ihrav ■< 





Ro.'.ni. . . 

r,,':o,ooo 

4,71,000 

■10,000 

• • 

f Voted 

l.tS.ObP 

1.3'-. .000 

12,000 

• • 

R<'tctiue — Ir»prctien 4 







2,1?), 000 

21,000 

• 4 

fYotod 

0.70.000 

O.'U.OOO 


• » 

3. Rerrnue^ — Atu'nt 





A'on-tvti'd .. 

cr.iH'O 

t?:,non 

5,000 

•• 

4, Revenue— V.'ortdnr f Voted 

— Admiiii’!* ■! 

tration. .. 

R’.l'.'.OO.OtW 

lo.r.o.cn.ooo 


20,03,000 

,',0,00,000 

■11,51,000 


* « 

B. Revenue — Repair.^ and f Voted 

30,07,(10,000 

3it,20,OS,000 


• • 

Jfnintennnce .and Oiv*. J 

nation. (_,Vori.«'etef .. j 

1,00,000 

1,23,000 

. . 

23,000 

C. Revenue — Companicr and Indian 

l.GS.OO.OOO 

1,57,11,000 


■ • 

States’ 'dinri' of surplun profit.'' and net 
earning!', (Voted). 

0. Revenue — Appropriation to Deprecia. 
tion Fund. (Voted). 

11,50,00,000 

1 1,37,55,000 

12,15,000 

• • 

10, Revenue — Apiiroprintion from Depre. 

10,20, (tO.OOO 

10,05,11.000 


1 75,11,000 

cintion Fund, (Voted). 





r Voted 

2o,r,i:,ooo 

P.»,2I,000 


,, 

11. Revenue — SEscellanc- 4 




ons. (^A'on.t'otrd . . 

r ,, 70,000 

7,51,000 


1,81,000 

12. Revonne — Appropriation to the Rc- 

•1,73,20,000 

•1,57,07,000 



servo Fund. (Voted). 

IS. Revenue — Appropriation from the 




.. 

Reserve Fund. 





r Voted 

1,55,10,000 

1,5(),‘18,000 


1,38,000 

14. Revenue — Strategic 4 


Lines. [_A’’on-t’Oled . . 

State RaiUvavs Revenue — Interest 

3, 30, 000 

3,55,000 

• ■ 

20,000 

charges — 

1. Interest on Debt [Noii-votcd) . . 

25,91,59,000 

25,75,22,000 

warn 


2. Interest on Capital contributed 

1,51,85,000 

1,51,80,000 

. . 

1,000 

by Companies {Nm-voted). 





f Voted 

82,13,53,000 

82,40,00,000 

■B|| 

97,42,000 

Total . . 4 

I^A^on-uofed . . 

28,12,17,000 

27,88,81,000 

Bmn 

2,25,000 


* In the Audit and App roprintion Account, figures have been given in thousands only. Por the 
Babe of uniformity these figures have been shown in this statement by units by adding three noughts 
to figures given in the accounts. 
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Number and name of Grant;. 

Grant, 

Expenditure. 

Expenditure coir- 
PARED WITH Grant. 

Less 

than 

Granted. 

More 

than 

Granted. 

B. — ExPENMTtmB CHARGED TO OAPITAD. 

Rs. 

Rs. 

Rs. 

Ea. 

f Voted 

7. Capital — New Con- 

struction. [^Non-voied . . 

8,46,44,000 

d,ro,ooo 

9,90,24,000 

3,82,000 

88,000 

1,44,80,000 

pWd 

8. Capital — Open Line 

Works. [_Non-vokd . . 

21,02,92,000 

1,37,000 

21,50,37,000 

1,74,000 


53,45,000 

37,000 

r Voted 

fi. Capital Strategic Lines 

l^Non-voted . . 

95,25,000 

61,000 

! .95,75,000 

51,000 

10,000 

50,000 

Capital — Discharge of Debentures (Non- 
voted). 

3,31,86,000 

66,78,000 

2,65,08,000 


r Voted 

Total . . 

[_Non~voied . . 




1,98,76,000 

37,000 

Total Eailways 

1,44,07, 86,000 

1,43,44,98,000 

3,01,66,000 i 

1,98,79,000 

Voted 

Non-voted . • 

1,12,57,14,000 

31,50,71,000 


■ 

■ 
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iSumber nnd nanif) of (fiAiil. 

! 

Grant. 

E.vponditurc, 

ExI’KNDIT 
rATtED wn 

Loss 

than 

Granted. 

PRB COM- 
Ti Qiiakt, 

More 

than 

Granted. 


U-<. 

Kh. 

Rs. 

Rs. 

TART IV— MlLl’J'Ain*. 





A. — EirrKDiTirni: ckaroj:ij to Rkvkn'ui;. 





r hulin 

d9,l7,S3,0!>J 

38,81,80,362 

66,03,620 


Army . . . . -j 





X^Enyhind .. 

12,07,31,230 

12,25,67,055 

•• 

18,16,675 


56,72,000 

47,20,150 

0,51,841 


Marine .. 





l^EngJavd . . 

30,03,333 

20,16,481 

1,76,852 

• • 

fhidia 

4,43,70,240 

4,46,85,677 


3,15,431 

i'llilitflry Engineer Services d 





[^England .. 

—80,333 , 

3,24,259 


4,04,592 

Total Military . , No^uvoUd . . 

56,85,00,517 

50,33,04,893 

77,32,322 

25,36,608 

Grand Total 

2, r>G, 38, 65,008 

2,03,70,48,417 

0,68,04,200 

3,89,90,949 

Voted 

1,50,52,20,908 

1,61,07,40,895 

2,57,80,523 : 

3,13,00,420 

Non- voted . . 

1,15,86,34,670 

1,12,63,07,522 

4,00,17,677 

76,90,629 
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AFFEWDiX V. 


Memorandum No. D,-2179-A., dated 1st August 1929, Sumished by the finance 
Department with reference to paragraph 16 of the Report of the Public 
Accounts Committee on the accounts oS 1926-27. 


Public Accounts Committee’s Report -.—Treatment and Disjyosal —This memo- 
randum relates to the treatment and disposal of the annual Reports of the 
Central Pubhc Accounts Committee {a) by the Legislative Assembly and (&) 


by the Executive Government. 

2. Present practice. — In accordance with rule 52 of the Indian Legislative 
Rules the details of excesses over sanctioned allotments reported in the Central 
Appropriation Accounts are examined every year by the Public Accoimts 
Committee which in the ordinary course is expected to make a recommenda- 
tion to the Legislative Assembly that the excess grants be voted. The Public 
Accounts Committee’s Report is accordingly supplied to the members of the 
Assembly as soon as it is published : but no specific notice is taken of it by the 
Assembly as a whole till the motion for excess grants recommended by the 
Pubhc Accounts Committee is moved in the House by the Einance Member 
under rule 49 of the Indian Legislative Rules. For this occasion a statement 
of the excess grants required is circulated to the House, and, on the day appoint- 
ed, the demands are submitted to discussion and to the vote. Prior to this 
the Executive Government would normally have examined the Report of the 
Public Accounts Committee and probably have arrived at a decision on the 
recommendations made. Such decisions are, according to preseni practice, 
recorded in a resolution which is published in the Gazette of India. This 
practice dates from the disposal of the first Report of the Public Accounts 
Committee, i.e., that on the accoimts of 1921-22 ; and appears to have been 
adopted as a matter of routine on the analogy of the practice generally in vogue 
m regard to the reports of Committees appointed by the Government. Re- 
cently, however, a doubt has been felt whether the practice is really conve- 
nient and appropriate to the report of a Committee which deals not with a 
single subject, but with a large number of transactions having no necessary 
connection with each other. 


3. Discussion in the Legislative Assembly. — The nature of the discussions 
which have hitherto taken place in the Legislative Assembly on the occasion 
of the voting of excess grants may now be briefly described. In 1923 when the 
first motion for an excess grant was moved by Sic Basil Blackett, he made a 
few remarks of a general character. He was followed by three other speakers 
who also made some general remarks, chiefly about the powers of reappropria- 
tion exercised by the Executive, the time of production of the Appropriation 
Accounts, and the question of their amplification. In 1924 no general question 
was raised, and Sir Basil Blackett merely made a few observations relating 
to certain of the demands. On the corresponding occasion in February 1926, 
however, a number of questions of general importance were raised by some 
members, e.g., on the right of the Public Accounts Committee to discuss items 
of non-voted expenditure and items of receipts ; on the preparation of the An- 
propnation Accounts on the fines adopted in the United Kingdom • on con- 
tmuRy of membership of the Committee ; and on the provision by the Govern- 
ment of a regular opportunity for a general discussion by the Legislative 
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Assembly of the Publie Accoums Committee’s Eeport as a whole iUl these 
questions were raised m ooimeotion with the first demaud which was theu 
voted The remammg demands were voted without any further diseii^iou 
In subsequent years events followed mote or less the saiM com-se. There was 
little uebatmg on the merits of individual demands and the one niiction 
which appeared to arouse any general interest iras that of scciiduo- for the 
Honse^a formal opportunity of discussing the Public Accounts Committee’s 
iteporc as a whole. This is, as already indicated, tlic principal oucstion witli 
wnicn. tins paper purports uo deal : and it now becomes necessary to state in 
greater detail tJie considerations wbich bear upon tlie answer to it. It is impor- 
tant to note as a preliminary tbat- the Government of India bave never wisiied • 
for an^'" reason to withhold the Beport from being discussed in an ajipropriate 
manner. The difficulty bas ratber been to bit upon tbe suitable procedure. 


4. Pronounctments by Government and the President of the Legislalive 
Assembly.— In 1927 tbe Government of India made tbeir first statement of 
importance on the subject. Sir- Basil Blackett said that be welcomed tbe idea 
of discussing tbe Report on tbe floor of tbe House and promised to do bis best 
to make tbe debate a success, but confessed be was not sure of the form 
wbicb discussion could talre. Subsequently be imdertnolc to request tbe Lea der 
of tbe House to give time for tbe discussion of tbe Report, if there was cffidence 
of a general desire on tbe part of tbe House on any occasion to have such a 
discussion. Later it was indicated that what Sir Basil bad in mind was not 
to promote a formal discussion on a substantive motion relating to tlie Public 
Accounts Committee, but to have a discussion, by agreement, in connection 
with tbe first motion for an excess grant, on tbe occasion when demands for 
such grants are presented to tbe Assembly. Tbe advantage claimed for this 
expedient was that it need not commit tbe Government or tbe Assembly to 
tbe acceptance of tbe Report as a whole. Later, however, this method of 
approach bad to be abandoned as a result of tlic followin ruling given by the 
President of tbe Legislative Assembly on tbe 27th March 1928 ; — 


I imdte tbe attention of 


tbe House to tbe summary of tbe position as stated in blay’s ‘ Parliamentary 
Practice,’ page 536, which I will read to tbe House : — 

‘ Debate on Supplementary and Excess Grants is restricted to the 
particulars contained in the estimates on which these grants arc 
sought and to tbe application of the items which compose those 
grants : and tbe debate cannot touch tbe policy or the expendi- 
ture sanctioned, on other beads, by tlie estimate on which tbe 
original grant was obtained, except so fax as such policy and 
expenditure is brought before the Gouiniittce by ibe item.s con- 
tained in tbe supplementary or excess estimates.’ 

^ ^ * I now rule that no questions of policy c.an 

be raised on Supplementary Demands for Grants except to tbe extent indicated 
in tbe summary I have read.” 


In tbe meantime it may be observed that tbe Public Accounts Conunittee 
a 1927 and also in 1928 bad recorded a formal recommendation that tne 
lovernment of India should consider the best method of giving an 
0 tbe House for discussing in general terms the Report of the Conmn , 
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.and in 1929 ,wlien tlie demand for the first Excess Grant was moved by 3ir 
George Schuster, the new Finance Member, the request was expressly made 
thatl day should be allotted for the discussion in the Legislative i?^sembly 
of the' Public Accounts Committee’s Report. Onthis >Sir George Scliuster 
said that, as a constitutional issue was involved, he would prefer to discuss 
'the matter informally in the first instance with the Statutory Commission, 
and later to confer with representatives of the Assembly, for the purpose, of 
arriving at a definite conclusion. ' The House appeared, however, to regard 
this as an inadequate response and the President then ruled as follows,; 

“ Mr. President.— I am sure the House, will be grateful to the Honoiuable 
,Mr. Das for, drawing its attention to this most • important point. The ques- 
tion raised by him is whether Government should not afiord facilities for the 
■ ! discussion of the Public Accounts Committee s Report. The Public Accounts 
Committee is a creation of this House, and it is only proper that the Report 
inade by that Committee must be discussed on the floor of this House. The 
procedure to be adopted in doing so is a difierent matter. The Honourable 
' the Finance Member raises objection to the procedure now proposed to be adopt- 
ed. by jVIr. Das, namely, to discuss on this item the question of policy. , But, 
as I understand, the implication of; what the Honourable Member desires is 
__not ,that he wants to discuss the particular question of policy involved in this 
particular grant, ,but he wants really and frankly a full discussion on the whole 
' of the Report of ;the Public. Accoiints Committee 


•Mr. B. Das.— Yes, Sir. 

' Mr.' President.— Therefore, the particular ruling quoted by the Honour- 
, able Finance Member does not apply to the question raised. I am clearly 
. of opinion "that we should establish a practice in this House by which the Re- 
,port of the Public Accounts Committee , can be discussed fully. I loiow in 
' some of the provinces the practice has been for the Finance Member to make 
a motion “ that the Report of the Public; Accounts Committee be taken into 
consideration ”;,and if that motion is carried, he proceeds to make the next 
motion, “that the; Report of the Public Accounts Committee be adopted,” 
. on which amendments are moved by Honourable Members and carried pr re- 
‘ jected on their merits . I think that .is a practice which we might well copy in 
this-House. But I see the' difficulties of the Honourable the, Finance Member. 
This point has been sprung on him as a surprise I understand. As no notice 
was given to him, I do not think he was ready to meet this point and it is neces- 
c sary that, we should allow- -the Honourable the,. Finance Member to consider 
‘ ■.the whole question and come out ^rith a definite proposal. ; I make these obser- 
. vations.-with, a. view to enlighten the House -and. for the; Finance- Member 
! to., consider. how best to proceed- in this -matter and, explain -what the .coixect 
-procedure ■ should be. It us not possible in this session , at any. rate, to -intro- 
.iffiice this. new-..depaxture=,because..we. have, got the excess grants, now before 
v the ■llouse, .and unless the Honourable the Finance Member is prepared to dron 

' ® stage- saci demThae cannot 

be made. _ I thinlr however he must have some time to con^n'dr-r the whole 
, question, in .consultation .with the.leaders of Parb<=c. t do feel 

. ..WMrpnglythattheMnie.hasa^^^^ ^dopt the coirecturtc 

.,,t;ce.pfp,fip,rdingpp.pprtumtie3forthe dicensrV. r'-' -te K ^3 

HGiCPBFinD ' ' Report pf a; Cpmimttp? 
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f '■fry House, aud ask the Goyemmmt to look into 

tne matter at the earliest possible opportunity.” 

lYitli the utmost respect to the ruling of the President and mth the full 
xeahsation that the President rras called on to give a ruling without any nre- 
jiOMs notice on the subject, it should be pointed out that the Puhhc Accounts 
^mmittee ^ the creation not of the Legislative Assembly but of rule 51 of the 
Indian Legislative Eules. Under that rule, the Committee is appointed in 
part by election by the Assembly. It is further to be pointed out that if a 
dehmte procedure for the discussion of the Eeport of the Public Accounts 
Committee is to be devised and brought into execution, the method for doing 
so is by amendment either of the Indian Legislative Eules or of the Standing 
Orders of the Legislative Assembly. It is suggested that the Standing Orders 
of the Legislative Assembly provide the proper place for the insertion of the 
provisions regulating this discussion. 


5. Dv^cuUies mvohed . — There are two main difficulties attendant upon the 
discussion of the Public Accounte Committee’s Eeport in the Legislative As- 
sembly. The first is the difficulty of securing that the discussion is confined 
within proper limits. Strictly, the function of the Committee consists in 
scrutinising the application of the funds voted by the Legislature. In prac- 
tice, however, it is almost inevitable that its acti\dties should be more widely 
extended and they are in fact exercised in respect of both voted and non- 
voted expenditure. Further, the Committee exhibits a tendency to challenge 
not only the regularity of expenditure but also its justification. If discussion 
in the Assembly should develop on the same lines, results would follow which 
were not contemplated by the present constitution and which might, under 
any form of constitution, be open to serious objection. It must be remembered 
that the proper function of a Public Accoimts Committee is a limited and 
technical one, and if either the Committee, or the Legislative Assembly in 
dealing with its Eeport goes beyond their function and attempts an adminis- 
trative audit or political criticism of policy, the result may I e a waste of public 
time and the dissipation of energy on discussions for which other and more 
appropriate occasions are available. A second great difficulty lies in deter- 
mining the form in which the matter is to he placed before the Assembly and 
debated there ; and at this point it will be convenient to describe the proce- 
dure which obtains in the United Kingdom and in the various Provinces in 
India in respect of the same matter. 


6. The pTQcticc of the Houseof Coymnons andof the Provincial Leg islalurcs 
in Inka.—The Public Accounts Committee in England reports to the House 
of Commons, and it is the business of the Treasury to write minutes on its Pvcport. 
The Treasury is under no obligation to adopt the recommendations but, if 
it differs from the Committee, it is reqnimd to give reasons in its minutes. 
The question is then reconsidered by the Committee in the following se.ssion. 
If the Committee and the Treasury are unable to come to an agreement the 
final appeal Hes to the House of Commons where, too, the Eeport as a whole 
can be ffisemssed. 


As recfards the procedure in the House of Commons, on the discussion 
of the Eeport, it should he ohser^^ed that the passage in Slay’s Parhamcn np' 
Practice (13th Edition, page ^8) which is the only relevant passage, desenbe. 
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not the particular procedure followed on the presentation of the Report of the 
Public Accounts Coniinittce but the procedure generally followed on the pre- 
Bentation of reports to the House of Commons. When further it is sUiled in 
May that on the consideration of tvlic report motions have been made cxjircss* 
ing the agreement or disagreement of the House therewith or motions arc made 
which are founded upon or which enforce the Resolution of the Committee, 
it must not be understood that all these motions have been made on the Publio 
Accounts Committee’s Report. The volumes of the Pnrlininentnry Reports 
have been examined and the results of the examinations arc now set out. 
The first occasion on which opportunity was given to the Hou.se to discuss the 
Report of the Public Accounts Committee wn.s in 1905, mainly as the result 
of the efforts of jlfr. Gibson Bowles. On that occasion (Parliamentary Debates, 
4th series, Volume 150, page 420) the motion which was made was “ That 
the four reports of the Public AccountsS Committee be now tnken into con- 
sideration.” The motion was moved by a non-otlicial wlio, it would .’ij)pcnr, was 
the Chairman of tile Publio Accounts Committee, After a debate of comidcr- 
able magnitude, the question was put and the motion was adopted “ that the 
said reports be now taken into consideration”. Tlicrc the matter ended, 
and it is worth noting here that on no occasion was the debate on this motion 
connected with the demands for excess grants. The history of the report in 
the following years is as follows ; — 

1906 ... No debate. 

1907 . . , . Motion b}’ the Cliairman of the Committee 

that the three reports of the Public 
Accounts Committee be now taken into 
consideration. After considerable dis- 
cussion question was put and agreed 
to. 


1908 , . . . Motion b}’’ Chairman of the Committee that 

the three reports of the Public Accounts 
Committee be now taken into considera- 
tion. After considerable discussion the 
motion was by leave withdrawn. 

1^99 , . . , No debate. 

1^19 . . . . Chairman of the Committee moved that the 

reports of the Publio Accounts Com- 

mittee be now taken into consideration. 
After discussion the motion was by leave 
withdrawn. 

H, and 1916 thoto was no debate In 

Pnhbra “f tis Committee moved that the reports of the 

Public Aceonnts Committee be now taken into consideration. Aer diLu, 

port’s t rS^barb’’"* adoptrf.“-SnWqu^n:; 

, PabUe Acoounte ComnutSs 
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. , ;^ Kgaids the various Ptovinces; in India- the practice .accordiii». to 

-information recently' fttemslied; 4s as® -follows : ° 


The Punjab -and .the- Central' Provinces" have- no.' defihed^ procedure :iii 
■uhis connecbion. . Bengal is in the • same position ‘ but' has 
:begun:toi think of devising a.- procedure. In the Legislatures of 
Madras- and- Burma a motion' for consideration of. the'Beport 
is made but -apparently no motion that -the 'Report sho{ild:he 
■ adopted. ;A -motion to adopt was suggested' by the President 
of- the Madras Council for the first tirne in March' 1929 buf was 
eventually-omitted apparently for the following reason. 'Pormal 
- adoption is held to carry with it the implication that the Council 
commits . itself to - every recommendation and -remark ' made 
by the -Committee and this leads to- a "tendency on the part of the 
-members to amend the" Report itself. Such revision is/ however, 
open to -the objection that a'Report so- amendM ceases’ to' be a 
-Report of the’ Committee. 'Por similar reasons the .tJhited 'Pro- 
vinces Government are considering the’ desirkbility 'of substitut- 
ing,! for. the motion to adopt, a motion . recommending ’. that 
suitable^ action be taken on the recommendation of the' Phblic 
Accounts Committee'- as embodied -in their' R-epott, and on' the 
decisions of the Coimcil thereon. ‘ In Assam the motion' for con- 
sideration and the motion for adoption have been made without 
any untoward consequences. Bihar and Orissa have omitted the 
consideration 'stage and 'proceeded straightaway to adopt the Re- 
port and there: has -been no discussion so far. The procedmo 
in 'Bombay has varied; on two occasions the motion sought 
■ to approve -the 'Report 'and to recommend to Government that 
efie'ct'be given to the proposals in the Report, but, on three others, 
the motion was merely to the eSect that the Report be record- 


ed. 


■ 8,‘ Procedure suggested for discussion in the Assembly. — It would seem that 
the Legislative Assembly would be well advised to be guided by the experience 
.-‘of the House of ' Commons. An amendment should therefore be drafted 
to be inserted' in the Standing Orders providing for a debate to be initiated 
on a motion by the Chairman of the Public Accoimts Committee in the follow- 
ing terms," that the Report of the Public Accounts Committee be taken into 
consideration”. On this debate, the representatives of the different Depart- 
ments of the Government of India null be called upon to reply to the criticism 
levelled at their'Departments'in'the matter of their failing to comiily with the 
rules of account to the extent observed by the Public Accounts Committee. 


As the motion will be in the hands of the Honourable the Pinance Jlembor, 
the debate will naturally conclude by the putting of the motion that the Rc- 
port be taken 'into consideration ” and there wdll be no; further proceedings 


' ’ on- the Report. 

"9. Procedure for' dispdsahhj the- Executive Govcrnment—lh n discussion 
of the Public Accounts Committee’s Report in the Legislature is tobc intro- 
‘duced as a nwmal and re^lar practice, then the part to be played by the y 
tive Goveriunent in Hioir handling 'ol the .Eeport-should^ ba.-appropnatel) 



modified.; For .example, it would seem necessary dliat the Eesolution on ;the> 
Eeport, if' the use of a: Resolution were to continue, should not issue until after 
the .discussion in the Legislature had , taken place. To issue-, the Resolution 
in advance would obviously be .premature and improper. In an earlier para-; 
gyaph. of this memorandum, however, a doubt has been suggested .whether, 
the practice of issuing a Resolution is really convenient and appropriate, and 
in, amplification of what has there been said it, may be pointed out that, if a,. 
Resolution- is to be the vehicle for .Government’s decisions, then properl3'’ speak-'. 
ing., Government should wait before issuing -it until decisions have been taken, 
on..aW the recommendations . embodied in the Public Accounts Committee’s. 
Report. This, however, would generally mean indefinite delay. There will; 
always be some recommendation or other of the Committee which, though 
it may be adopted in the end, will require in the first instance careful considera- 
tion from the administrative point of view, and possibly consultation may be 
involved with numerous authorities including those who would be responsible 
for carr5dng out the recommendation if adopted. It will be clear that, if Gov- 
ernment were always to wait until the last of such cases had been cleared up, 
the procedure in general would be apt, not unjustifiably, to iucur the charge 
of being dilatory and inefiectual. On the other hand it would be natural for 
Government to seek to avoid such an imputation by issuing the Resolution 
very promptly, and then the danger would be that the Resolution would often 
be a document of little substance. The Public Accounts Committee and the 
Legislature possibly see this advantage in the Resolution that it gives publi- 
city to the views expressed by the Committee and their criticism of the short- 
comings of the Executive, but the mere publicity afiorded by the issue of a 
Resolution does not necessarily ensure the effectiveness which must be the aim 
both of the Public Accounts Committee and of the Legislature, and it is more 
important to attach proper weight to the practical considerations involved. 
It is therefore suggested for consideration, that if normal provision is made for 
the discussion of the Report in the Legislature, the issue of a formal Resolu- 
tion might be dispensed with. A natural substitute for the Resolution 
would be to adopt the English procedure with modifications adopted to 
Indian conditions. The Public Accounts Committee’s Report should always 
contain from year to year a schedule showing the action taken by Government 
on the itcommendations made in previous years, and year by year the Public 
Accounts Committee would deal with the facts disclosed in this schedule, and 
so, it may be assumed, would the Legislature in the course of their full-dress 
discussion. It may he assumed that, if the Public Accounts Committee is 
reasonable in its views, the Government also will be reasonable in the atten- 
tion it gives to the Committee’s recommendations, and on this hypothesis 
the departmental method of treatment here suggested should he sufficient. 
But if in any case Government should not do what is required, then the matter 
could always be picked up in the discussion in the Legislature. Indeed it 
would always be open to an individual member of the Legislature to move 
a separate resolution iu the Assembly in respect of anr matter considered to 
have received inadequate or mcorrect treatment from the Government and if 

tion would and a place m the ballot. The shore -otild be a reaUr 

™y of puttmg pressure upon Govemmen;. to oarrv out tie'reco^entstf -'=5 
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of the Public Accounts Committee — a much more efiective means than is pro- 
■yided by anything in the existing procedure so far as that procedure is specific. 

The matter dealt with m this concluding paragraph is really one for the 
discretion of the Executive Government, They introduced the practice 
of issuing a Resolution and equally they could discontinue it. It seems desir- 
able, however, not to make a change without, at least, the Public Accounts 
Committee being taken into Government’s confidence. Indeed , Government 
are willing that there should be reasonable consultation with the Public Ac- 
counts Committee and the Assembly in regard to the whole body of procedure 
connected with the treatment and disposal of the Public Accoimts Committee’s 
Report. 
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APPENDIX VI. 

Memorandum Ho, D/2178-A., dated 1st August 1929, iurnislied by Ibc Fmancc 

Department witli reierence to paragrapli 20(4) o£ the Report of thePubne 

Accounts Committee on ttie accounts of 1926-27. 

Tbe Public Accounts Committee, in paragraph 35 of its report on the 
accounts of 1922-23, suggested that Government should carefully consider— 

(1) whether there should be an inventor)'- of all Government property — 

buildings, furniture and the like — so that the total value of dead 
stock in the possession of Government can be determined, at 
least approximately, and 

(2) the adequncy of the existing system of chccldng deadstock registers. 

2. Tlie question was examined by the Auditor General in great detail and 
his note has since been considered by the Government of India. Their con- 
clusions are set out belo-w. 

3. As regards the second suggestion of the Committee, the Auditor General 
has expressed the following opinion : — 

“ I am of opinion that it is impossible to deal with the second suggestion 
of the Committee at the present junctmre. I am of opinion that 
the primary function of the Public Accounts Committee in an 
important matter like this is to initiate the evolution of funda- 
mental principles and then to assist Government in maldng a 
complete and accurate statement of those princijdcs. Practical 
application of the principles is a matter which should he left to 
the administration, the Public Accounts Committee relying upon 
the Auditor General to call attention to those cases in which the 
administration seems to have departed from the jirinciples 
which have been jointly accepted by the Public Accounts 
Committee and by tbe administration 

The Government of India agree with the Auditor General that this is a 
matter which should be left to the administration and accordingly do not pro- 
pose to pursue the question further in the present connexion. 

4, The avowed intention of the Public Accounts Committee in making 
the first suggestion is to enable Government to arrive at an approximate 
value of the whole of its dead stock. The expression dead stock covers land, 
salt mines, coal mines, factories, machinery, buildings, houses, furniture and 
innumerable other articles. Any attempt to enumerate and evaluate all dead 
stock property of Government if not wholly impracticable would at any rate 
involveenormouslabour andGovernmentwouldnothe justifi.ed in undertaking 
the task unless they were satisfied that the value of the results which can be 
obtained therefrom outweighs the cost, duration and laboriousness of the 
processes involved. The Government of India can not however conceive of 
any useful p-uxpose being served by a valuation of all Government dead s-fcock 
unless the figure is essential for an entry in a complete Government balance- 
sheet. No such balance sheet as at present prepared and here again, the Govern- 
ment must weigh the possible value of such a balance-sheet a °ainst the 
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preparation. One of tlie important factors constituting tlie value of a 
a aMe-sheet must be its approximate accuracy and apart from every other 
cc^siderafaon it has to be recognised that an inventory or a balance sheet' 
^mcli took many months or more probably many years to compile could not 
be expected, owing to intervening changes, to correspond with any useful 
^gree of accuracy to the facts of the time at which it would be completed, 
the Auditor General therefore advises that the practical benefit to be obtained 
&om an inventory of all Government dead stock woidd not be worth the very 
considerable cost which would inevitably be entailed in making it. The Govern- 
ment of India entirely agree with the Auditor General.- 

5. If the above view is accepted, the further questions that arise are — 

(1) Is there any dead stock for which the preparation of an inventory is 

desirable ? 

(2) In respect of dead stock for which the niaintenance of an inventory 

is desirable, is there any for which a mere numerical inventory 
would suffice ? 

(31 Should the inventorv be maintained in indiridual offices or should ■ 
consolidated inventories be maintained '? 

6. The mere maintenance of an inventory suggests thas there will be a 
certain amoimt of permanence in the utilisation of the items entered therein. 
Consumable and perishable articles, which come under the term stores ” 
would not, therefore, find a place in the inventorv of dead stock. Lands, build- 
ings, plant and machinen*. fiuniture and fixtures may be treated as dead stock. 
The Government of India consider, however, that it is superfluous to maintain 
an inventor}* of lands, buildings and other items of immovable propertv which 
cannot be disposed of without the knowledge of the authorities concerned. 
The inventory would thus be confined to plant and machinery, furniture and 
fixtures. The question of Government stores is dealt with separately in a later 
passage of this memorandimi. 

7. As regards the second question raised in paragraph (5), the Government 
of India propose to lay down the follo^ving principles : — 

(1) IVhenever dead stock has to enter into the block account maintained 

for a Government conmiercial undertaking, the inventor}' of tnav 
dead stock should be priced. 

(2) WTienovex the value of dead stock is necessary in order to enable 

Government to calculate the charge which should bo levied 
upon private persons or bodies, the inventory of such dead stock 
should be priced. 

(3) As regards other items, a numerical inventor}* would suffice, except 

for articles costing above Ks. 25. 

8. ' As rccards the third question raised in paragraph (5), the Governnnnit of 
India propose, to enunciate the general principle that an inventory should be 
maintained at the site of the dead stock. AMiether it is desirable in any par- 
ticular cases to depart from tliis general principle or to mainmin 
consolidated inventories elsewhere are matters of practica a mum m 
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rather than of principle and will be decided by the Government of India on the 
merits of each case. The inventories should be checked by compelcnt adminis- 
trative authorities once a year. 

9. If the Public Accounts Committee accc]>ts the above princijile^s, the Gov- 
ernment of India will issue orders on the above lines and the existing practice 
in the various Departments will be scrutinised in the light of those orders 
and, as far as possible, brought into harmony therewith. 

10. As regards consumable and perishable articles, which come under tho 
term “ stores ”, the Government of India propose to issue the model rules attach- 
ed to this memorandmn (Annexure). TiicmorcimportantDc])artmenls, which 
have large stores transactions, 0 .( 7 ., the Military, the Public "Work.s, the Indian 
Stores, the Porcsts and the Survey of India Dcpartment.s, have already detailed 
stores accounting rules, and it is not intended that tlio model rules now to ho 
issued should replace the existing dct-ailcd rules of any Department. These 
rules will be published merely as model rules to be applied, wdth or without 
modifications, as the circumstances require, at the discretion of tho competent 
administrative authority, in an)' Department, office or institution, where no 
such rules exist at present or where the existing rules are defective. It will bo 
the duty of audit officers to bring to notice cases in which there is a hiatus to 
be filled by the application of these rules and cases in which losses to Govern- 
ment could have been avoided by the use of tho rules. 
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Al<mBXUR31. 

Draft model rules governing tlie maintenance, etc., of inventories of Gov- 
ernment Stores. 

1. A reliable list, inventory or account of all stores in tbe custody of 
Government servants must be maintained, in a form prescribed by tbe com- 
petent autbority, to enable a ready verification of stores and check of accounts 
at any time, and transactions must be recorded in it as they occur. 

2‘. Priced lists, recording both quantities and values, must be maintained 
in cases "wbere tbe stores are intended to be converted into money or where it is 
desired to distribute their cost over the works, items or objects on which they 
are actually used. In such cases, the expenditure on stores must be charged 
to a stores suspense head in the first instance. 

3. Purely numerical inventories, recording quantities only, will suffice in 
cases when the stores are intended solely for the service of the department 
keeping them and it is not desired to distribute their cost. In such cases, the 
expenditure on stores must be charged off finally to the service concerned. 

^ Note. — In some cases it may be found necessary to show prices against some articleSs 
say when, for facility of identification or other reason, it is desirable to distinguish costly 
articles from cheap articles bearing the same general description otherwise. Such articles 
should not be treated as priced articles if the requirements of this rule are otherwise satis- 
fied. 


4. The lists, inventories, or accounts of stores will in all cases be subject 
to such internal check as may be prescribed by the competent authority, 
whether or not they are subject to any check by the Audit Officer. 

5. A physical verification of all stores must be made at least once in every 
year under rules prescribed by the competent authority and subject to the 
condition that the ^verification is not entrusted to a person — 

(^) Avho is the custodian, the ledger keeper, or the accountant of the 
stores to be verified, or who is a nomiuee of, or is employed under, 
the custodian, the ledger keeper, or the accountant, or 

(ii) who is not conversant with the classification, nomenclature and tech- 
nique of the particular classes of stores to be verified. 

The verification must never be left to low paid subordinates, and in the case of 
large and important stores, it should, as far as possible, be entrusted to a respon- 
sible officer who is independent of the superior executive officer in charge of 
the stores. 

6. In making a physical verification, the following instructions must 
invariably be observed : — 

(а) Verification must always be made in the presence of the officer res- 

ponsible for the custody of the stores or of a responsible person 
deputed by him. 

(б) All discrepancies noticed must be brought to account immediately, 

so that the stores account may represent the true state ofthe- 
stores. ^ 
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To n^-t b= 

the loss. to the authority competent to write off 

a reasonable period^^In^ordS^toT^ excess of the requirements of 

inspection must be-made bv n ^^ure the obsenmnceiof this rule- a periodical 
surplus and obsolete i^^st siibmit a jcport of- 

disposal. TJie insnectinn ‘'i^thority competent to issue orders ior: their : 

stores and once a ve'jr in f] ^ niade- six-monthly in the case' of perishable 

stirplurr n Ls wZ l ^^^°^Jd"be considered, 

iius unless tlieie is any good reason to treat them otherwise. 

to tht slk\f storTs^ptr?^^^ of the competent, authority. should be obtained, 
value of stores surplus or obsolete, and to the write off of the 

recorded^ t Win inventory is maintained, it is essential that the values 

stores Tbp i p a Z materially in excess of themiarket value of the 

^ ^ ^ of the Department concerned must issue instmctions to 

(a) tlie fixation of prices udth reasonable accuracy ; 

(i) the periodical re\dew and revision of .rates; and 

(c) the agency to be employed in periodical re-valuation. 

1 > market value ’ of an article, for tliis purpose, means the cost per unit at 

from c. article of a similar description, can bo procured at a given time, 

plinrrTBo^*^^° Suitable pubbe markets. It should be inclusive of carriage and incidental 

1 include a reasonable provision for wastage, breakage and deprecia- 
tion, .when these are inevitable. o > =. i 


10. All losses must be duly recorded and formal snnetiou of the competent 
authority must be obtained in respect of them even though no formal correction 
or adjustment of accounts is involved. 

11. (o) Losses due to depreciation must bo analysed and recorded under 
the following heads, according as they are due to : — 

(1) K^ormal fluctuation of market prices. 

(2) Fair wear and tear. 

(3) Lack of foresight in regulating, purchases; 

(4) ISleglect after purchase. 

( ) Losses not due to depreciation should be grouped under the following 
heads : — 


(1) Losses due to theft. 

(2) Losses due to neglect. 

(3) Losses due to an act of God. 

(4) Anticipated losses on accoimt. of surplusage of obsolete stores or of 

purchases in e.xccss of requirements. 
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APPENDIX Vn, 

Msmor&nduiii funiislJBd by tli6 Auditor GBnerai witii leisisiiCB to pBrsgrspli 80 
(e) of his letter No. T.-685-Rep./12-29, dated the 28th June 1929. 

It "was suggested in. paxagiapli 6 on. page 665 of the Report by the Accoiin 
tant Genexal, Centxal Revenues, on the Appropriation Accounts for 1927-^.. 
that, as the report of the Government of India on the working of the Provincial 
Loans Pund during 1927-28 had not been published, no audit comments thereon 
could be ofiexed. 

2. The Report has since issued and has been scrutinised by the Accountant 
General, Central Revenues. . The only comment that need he made is contained 
in the following paragraph. 

3. Paragraph 11 of the Government Peport . — The Government of India 
originally decided that the advances on account of the Bombay Development 
Department were for expenditure classed as non-productive. The decision of 
the Government of India to charge interest on these advances at the standard 
rate is not in accordance with Rule 11 of the rules constituting the Fund (Gov- 
ernment of India, Finance Department Resolution No. D.-1250-F-. the 
25th March 1925) which does not contemplate any exceptions hfmrmxreto 
its provisions. The rule reads as follows ; — 

“ The standard rate of interest will be charged by the Puri:' :he Pro- 
vinces on all advances required for capital exT-:ci:“re which 
can be classed as productive under the rales cr the .rrhject ap- 
proved by the Secretary of State and for r £v£r:ces to 

cultivators and to co-operative societies and k m? rc Imi! hodk-~. 
For all other advances, the rate "will be j :r:. ccovo the 
standard rate 

The question of amending the Provincial Loans Ford Pzi.-s .if. h :~-cv.;r. under 
the consideration of the Government of India. 

4. A reference is invited to paragraph 7 d 

my comments on the report on the working cf th? Zrrmciii Fu r d • — v - 
1926-27. The certificates referred to theirh: hr— :~r fro" *prc- 

vincial Accountants General concerned ercTTrS.'dr'.'-.mnn: pT-,. 

who is unable to furnish the certi&cat? — -i-? -.rh:” c: r-- 
India on the repayment schemes of fh e F-.— mr' --r:': r- *— 
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APPENDIX Vm. 

Memorandum famished by the Auditor General with reference to para. 46 of 

the Public Accounts Committee’s Report on the accounts of 1926-27. 

With reference to paragraph 46 of the report of the Central Public Accounts 
Committee on the accounts for 1926-27 and to questions 416 — 419 recorded in 
Volume II of the same report, an enquiry was instituted in order to ascertain 
whether the rule which prescribes that the works expenditure dcbilecl to the 
Irrigation heads “ XIII ” and “ 15 ” should be ‘doubled for the purpose of 
^ro rata distribution of establishment charges is followed in the areas ad- 
ministered by the Central Government ; and, if so, whether the accuracy of 
the assumption on which that rule is based, that the work of the executive 
branch of the Irrigation Department is equally divided between Maintenance 
and Revenue, has been tested. 

2. It is imderstood that, so far as the North-West Frontier Province is 
concerned, the local Administration decided in 1927, in consultation with the 
Accountant General, Punjab, that the time spent by the Executive Estab- 
lishment on purely Revenue work was equal to that devoted to worlcs expen- 
diture debited to the Irrigation heads “ XIII ”, “ 15 ” and “ 55 ”, and that 
this proportion should be the basis of the pro rata distribution of establish- 
ment charges. 

^ 3. As regards other Central areas, it has been ascertained that the Exe- 
cutive branch of the Irrigation Department does not super\TS 0 the collection of 
Irrigation revenue, and the rule of pro rata distribution mentioned above does 
not, therefore, apply in those areas. 


m 
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APPENDIX IX. 

Msmoranduia furnished the Auditor General reporting result 
of a study of the Statement of Accounts (1926-27) of South African 
Railways and Harbours. 


The Auditor General receives anniialty from the authorities of the Union 
of South Africa, a copy of a publication Icnown as the Statement of Accounts 
of South African Railways and Harbours with the Report of the Controller 
and Auditor General. 

2. The statement for 1926-27 was subjected to a detailed examination 
with the object of ascertaining if there were any features of the South Africa,n 
published accounts which could be recommended to the authorities in India 
for adoption in respect of Indian Railway Accounts. 

3. The enquiry established, at an early stage, that the South African publi- 
cation includes in one compilation, information which,- in the case of the 
Indian Railways is scattered over a number of jDublications, e.g., the Capital 
and Revenue Accounts of individual Railways, the Administration Reports 
of the Railway Board, the Finance and Revenue Accounts of the Government 
of India, the Executive Report and the Appropriation Accounts and the 
Report thereon, and to a certain extent also the annual statistical publications 
of the Government of India. 

4. As a result of this preliminary enquiry the Auditor General was satis- 
fied that it was not necessary to suggest the compilation in India of a single 
statement similar to that used in South Africa, as that would entail consider- 
able alteration of the Finance and Revenue Accounts of the Government of 
India and also of some of the other publications referred to above. Besides, 
since the enquiry had been started, the position had been radical!}^ altered by 
the decision that in future the Railwa^’^ Board would be responsible for the main- 
tenance of the accounts, and the Auditor General merely for the audit 
thereof. It would, therefore, be the duty of the Railway Board, and not of 
the Auditor General, to suggest any such modification of the existing reports 
of the administration, 

5. For the above reasons the scope of the enquir}^ was narrowed down 
with the^ object of suggesting which of the main features of the South African 
pubhcation are of sufficient importance to warrant inclusion in the Appropria- 
tion Accounts submitted to the Committee on Public Accounts. The result 
of this is embodied in the following paragraphs for the consideration of the 
Government of India and the Committee on Public Accounts. 

6. In the South African Statement the results of worldng of several years 
are con^ared, and comments are ofiered where necessary on the operating 
ratio. In India the Report of the Director of Railway Audit on the Appro- 
pnation Accounts (Section II, Re\dew of Finance) contains separate state- 

operating ratios under principal heads for each Railway as compared 
^th those for the preceding year and explanations of reasons for variations 
furnished in the subsequent paragraphs, vide paragraphs 
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48 to oo on pages 18 to 21 of the Report on the Appropriation Accounts of 
Railways for 1926-27 . It will probably be an advantage to add a comparative 
sta Lenient of the operating ratios for each Railway for several years past. 

7. Again, in the South African Statement a brief summary is given of the 
results of stock-taking so as to bring out the gross surpluses and the gross 
deficiencies separately and these are compared with the corresponding results 
of the previous jmar. It would perhaps he an advantage to provide, in the 
relevant portion of Section IV of the Indian Report on Appropriation 
Accounts, for a similar presentation of the results of stock verification of each 
work separately. 

8. The notes appended to the Appropriation Accounts of the South 
African Statement are very interesting. Some of the note.? set fortli tlie 
figures of the gross expenditure of those branches of the Administration and 
activities, only part of the cost of which is charged in the Approjiriation 
Accounts. Some notes single out for special mention the important facts of 
a kdieme or object of expenditure which does not appear, by itself, as an it era 
of expenditure in the Appropriation Account. Again some notes describe 
briefly experimental schemes undertaken or abandoned. Others attempt fo 
present, in one form or another, an intelligent analysis of some of the accounts 
transactions. It is a question for consideration if this feature of the South 
African Statement may be adopted in the Report on the Indian Appropriation 
Accounts. 


9. The other remarkable features of the South African Statement do not 
concern the Auditor General in India as stated in paragraphs and -1 above. 
Attention ma}', however, be drawn to one such feature, in case tb.e Committee 
on Public Accounts desii’e to make any recommendation witli reference to it. 
in the general report jiortion of the SoutJi .African Statement, a somewhat 
detailed analysis is given in intelligent form of the accounts muler each bond 
of account not onh'' explaining the head and all important itenus under it, but 
also making suitable comments on variations from figures of previous years and 
on other points of general interest. Comments ai’o made even when no ad^ else 
criticism or objection from the point of view of audit is involved. A Inief 
narrative account of the transactions is often given along with a copy of the 
correspondence with the Auditor General even when the case is still not soil lod 
or there is no audit objection to bo pressed or other action to hi* jnirsued. 
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APPENDIX X 


Proceedings of the First Meeting of the Committee appoints d 

amine the Appropriation Accounts of the Army. Marine and Mili^ 

tary Engineer Services for 1927-28, and the Report of the Director 
of Army Audit thereon, held on the 1st August 1929 at 11 a.m. 


Present : 


The Honourable Mr. E. Burdon, C.S.I., I.C.S., CJiammn. 

Mr. J. E. C. Jukes, C.I.E., I.C.S., Member. 

Sir Erederio Gauntlett, K.C.I.E., K.B.E., I.C.S., 

Auditor General. 

Mr. G. B. E. Tottenha2u, I.C.S., Axmy Secretary. 

Mr. A. E. L. Bravne, C.I.E., I.C.S., Einancial Adviser, 


Military Finance. 

Lieutenant-Colonel S. G. V. Ellis, D.S.O 
Accountant General. 

Mr. A. G. Barr, O.B.E., Director of Army Audit. 

Mr. H. L. Livingstone, Deputy Financial Adviser, 
Military Finance. 


Military ^Were also 
present. 


At the outset the Honourable Mr. Burdon stated that, as the Hon’ble 
Finance Member had not been able to return from tour jn time to preside over 
the meeting, he had asked Mr. Burdon to preside. Mr. Burdon accordingly 
took the chair. 


2. As a preliminary point both the Einancial Adviser, Mr. Brayne, an^ 
Colonel Ellis, the Military Accountant General, wished it to be understood 
that they were not holding their present offices during the year under report 
and that consec^uently, though they were officially responsible for the estimates, 
they could not speak with personal knowledge in respect of many of the tran- 
sactions which formed the subject of comment. 

3. Paragraphs 3 and 4 of Appropriation Accounts . — At the suggestion of 
Mr. Burdon, the Committee agreed that at the end of its examination of the 
Accounts and connected documents it would return to the topic here dis- 
cussed, i.e., the merits of the change from cost accounting to a cash system 
of budget and accounts, and would endeavour also to frame a general appre- 
ciation of the results of the year under report so far as the effectiveness of 
audit and administrative financial control are concerned. 


4. The Committee then proceeded to examine Appendices A and B of 
the Approriation Accounts showing the action taken or proposed ro be tak^-n 
on the recommendations and observations of previous 
Committees. ' 


Item 1 of Apj^ejidix A.—In paragraph o(<?) ofn's 
June 1929 dealing with Appendix A as a whofe. 
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observed tliat it is unfortunate that tbe orders of tlie Government of India 
on the last report of the Public Accoimts Committee had not been issued 
before he had to comment on these Accounts and that the Committee may 
desire to impress on th^ Government of India the desirability of issuing 
orders on these Reports before he has to deal with the Accounts of thefollow- 
year. Actually the Resolution of the Government of India on the last 
Report of the Public Accounts Committee was issued on the 17th Mav 1929, 
that is, before the date of the Auditor General’s letter but after the date oii 
which it was necessary for the Auditor General to take up the consideration 
of the Report of the Director of Army Audit ; and it is admitted that the issue 
of the Resolution was on this occasion considerably delayed. It was ex- 
plained to the Committee on the other hand that the Gov*ernment of India 
have under consideration certain fresh aspects of the general question of the 
treatment and disposal of the annual Reports of the Central Public Accounts 
Committee (a) by the Legislature, and (6) by the Executive Government, and 
a memorandum on the subject has been prepared which it is proposed to 
present to the Public Accounts Committee for their consideration and for the 
formulation of definite suggestions as regards future procedure. This mcrao- 
randum will explain inter u^fa why delay is not ahvays avoidable if the vehicle 
for the orders of the Executive Government on the reports of the Public Ac- 
counts Committee is to continue to be a formal comprehensive Resolution. 


The Committee agreed that the point raised by the Auditor General 
merges in the larger question and in the consideration of that question, which 
is contemplated, by the Public Accounts Committee. 


5. Item 3 ibid , — The Committee observed that the system should have 
the further advantage of reducing diversity of audit decisions on the same 
audit point, and that this was a very important consideration ])nrticularly 
in the case of the Army administration, the personnel of which move about 
from one audit area to another more than is the case on the Civil siflo. 


6. Item 4 ibid . — The Committee cannot regard it as satisfactory tlint the 
Report of the second Innes Committee lias not yet been submitted as a wiiole 
for the orders of the Government of India. ?dr. Rrayne was reqne.stcd to 
furnish a statement^' showing the position up to date as regards individual 
recommendations of the Innes Committee, that is to say, tliose^ which have 
so far been accepted, those which have been rejected, and those wliicli luivc so 
far not been accepted. The .statement should include figures exhibit ing the 
net financial efiect of what has so far been done, both as regards oliicors and 
clerks, and account should also be taken of appointments, which have bemi 
added’ to Army Headquarters since the Innes Committee reported. The 
Committee further expressed the hope that before it meets next year the 
Report of the limes Committee will liave been disposed of comjwelunsivch 
and finally by the orders of the Government of India, and desired tlsnt r. hmil 
katement giving in detail the effect of the orders of the Government of Iiulta 
ml"ht be placed^efore the Committee. 


The statement was suhscKiucr.tIvrccem^ bub is not ineorponUed in t !w 

inys as it docs not give the final results which arc not yet available. 


jir 


■Of I 


Ki- 
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7. Item 5 The Financial Adviser intimated that the report on this 

item contains statements which on his present information do ^ot appear to 
reflect the position altogether correct^. The Conmiittee desiredjtliat the 
Master aeneral of Ordnance should be asked to furnish further information 
on the whole subject. 

The Financial Adviser was requested to indicate clearli^ in future reports 
whether individual explanations given by administrative aiitliorities have or 
have not been verified by him. 

8. Item 6 ibid . — The Committee was informed that the sanction of the 
Secretary of State had been received to the continuance of the existing arrange- 
ment for a further period of 5 years. 

9. Item 7 ibid . — The Committee was informed that orders of the Govern- 
ment of India accepting the recoimnendation of the F. A. C. arc under issue. 

10. Items 9 and 10 ibid . — The position was further explained to the Com- 
mittee, who recognised that it would probabl}’ be difficult to devise a better 
working arrangement adapted to the special circumstances of the period. 
The Committee pointed out that, so far as possible when funds were taken into 
the pool the allotment from which they were withdraivn should be specifically 
reduced. The Conmiittee desired to have a fm’ther report on tlic working of 
the arrangements next year. 

11. Item 11 ibid . — This point has been dealt with in paragraph 13 of the 
Resolution of the Government of India on the Report of the last Public Ac- 
counts Committee, dated the 17th May 1929. 

12. Item 12 ibid . — The Committee were informed that it had been decided 
to apply to mihtary transactions by executive order in anticipation of a more 
general decision by the Government of India, the general prijiciples enunciated 
by the Public Accounts Committee ; orders have been prepared and will shortly 
be issued. 

13. Item 15 ibid . — The Conmiittee was informed that a complete reprint 
of the Cjidl Service Regulations had recently been issued. Furthei' the Civil 
Service Regulations are now statutory and all amendments thereto are passed 
by the (Secretary of State in Council by means of resolutions. Those resolu- 
tions are published in the Gazette of India for general information and correc- 
tion slips based on the resolutions are then issued by the press to all who 
subscribe for such slips. 

14. Item 17 ibid . — On consideration of certain further information given 
by the Financial Adviser, Military Finance, the Committee came to the con- 
clusion that, so far as control of expenditure on stationery and printing was 
concerned, there was likely to be considerable difficulty in arriving at a sslis- 
factory arrangement at an .early date, and was inclined to think that tie 

tion of obtaining additional expert technical advice should he 
immediately in consultation with the Finance Department 

16. Item 18 ibid , — The Committee considered that rmti tie 
tion for the audit of pensions is stabilised, it 'vcirJd he a 
to have a report every year from the Direetoa- o' At:-- 
that are being obtained. ' '' — 
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16. Item 20 ihid.—Tho^ Financial Adviser furnished the following figures 
to the Committee : On the 31st March 1929 the total outstanding was 13 
lakhs. Since then stores have been sold which have realised 3 • 6 lakhs. The 
sale value of the remaining stores is approximately Es. 90,000. The Committee 
agreed that the position could be regarded as satisfactory. 

17. Item 25 ibid. — This item has been disposed of by paragraph 7 of 
Section II of the Eeport of the Home Auditor on the Accounts of the Secretary 
of State for 1927-28. 

18. Item 1 of Appendix B. — The Military Accoimtant General informed 
the Committee that the preparation of an Office Manual for the Military 
Accounts Department had already been started and that an officer was being 
placed on special duty from August .5th in connection with the work, which 
it was expected would be completed before the end of the year. The Military 
Accountant General explained that, owing to there having been no Office 
Manual in the past, many of the instructions that should have been contained 
therein had been included in the Audit Code, and consequently it had been 
found necessary to revise that Code concurrently vnth the preparation of the 
Manual. 

19. Item 2 of Appendix B. — It was decided to examine the Engineer-in- 
Chief in regard to this item. The Committee was inforned that the results 
for 1928-29 showed no improvement ; the position therefore remained un- 
satisfactory. 

20. Item 3 of Apj)endix B. — The Committee suggested that it should bo 
definitely intimated to the Secretary of State that the understanding on the 
part of India is that, whatever the settlement may be, no claim on account 
of arrears wll be admitted against India for the period before the date of the 
settlement. The understanding appears to be supported by tlie tenor of 
remarks made by the Secretary of State in the correspondence that has already 
taken place. 

21. At this stage the Committee adjourned till 11 A.M., on Friday, the 2nd 
August 1929. 


Proceedings of the Second Meeting of the Mihtary Accounts Committee held on 

the 2nd August 1929, at 11 a.m. 


Present : 


The Hon’ble Mr. E. Buhdon, C.S.I., C.I.E., T.C.S., Chairman. 
Blr. J. E. C. Jukes, C.I.E., I.C.S., Member. 

Sir Frederic Gauntlett, K.C.I.E., K.B.E., T.C.S.,'] 


Auditor General. 

Mr. G. E. F. Toitexuam, I.C.S., Army Secrctaiy. 
Mr. A. F. L. Brayne, C.I.E., I.C.S., Financial Advis- 
er, Military Finance. 

Lieutenant-Colonel S. G. V. Ei.Tiis, D.S.O., ^lilitary 
Accountant General. 

Mr. A. G. Barr, O.B.E., Director of Army Audit. 
Mr. H. L. Ltvixc .STONE, Deputy Financial Adviser, 
Military Finance. 


Were also 
presetU . 



22. The Commit too procooiioA to cooHidov t1\o Kopovt of tho Director of 
Army Aridit in conjunction witii roWvnnt portion? of tin* Ap]'ro})riation 
Acconnts and of tho Auditor OonoraVs loiter. 

23. Para(])‘apJi / of 7h’rcc/nr\f Ropor!. The CominiHeo a.^certninod Unit fi 
further sum of Rs. 2.11)1 has since hoen roeos'ere<l. and that re. overy is proeeed- 
inc regularly at the rate for which the contraei provides. 

21. Parnpraph 6 of DirMor'f IPpoii. -Tho Committfo di^cided to examine, 
the Master General of Ordnaiv'c on this nv.xWov -rufr Ihoeei'dings of the fourth 
meeting. 

25. Ponipyoph 7 of A jponprlohon ArroKii/s oii/f pni-fitjtuph A of Jif port of 
Dirretor of Armij Aiiflii. -Aw paragraph 8 «if his Iteporl the Direet<u'of .Army 
Audit ohserves. inter olio “ In <lealing with the aet’ounts <ti the Military si-rvices 
comments arc offered ou the. sajne lines that would In* followeil if adherence to 
appropriation were eivforeihle \iuder tin* iisual rules . I lie ( ominittee 
agreed that the pro])ositiou whieh the Direetor of Army .Audit has here set 
forth is correct and is in a<a'ordanee with the iutimtious of tin* I'jXf'e-utivc G'lV- 
ernment on whose hehaU the audit, is conducted. Tin' Committee umlevstood 
that it is also the intention that the same pv<iee<lure should he ohservef.l as part 
of the arrangements for the regulation of what is known as the stuhilised 
military budget during the next few yi'.nr.s. 


26. Paragraph S of Appropriation Aenonitf; (uul jiaragrapft ft of Rrporl of 
Director of Arm g Audit, —TUo Committee agreed with the sugge.^tion mafic, by 
the Auditor General in paragraph Off/) of his lettf'rthat in future the fmancinl 
effect of the more important new features of .Army exjjenditun.- in the year 
underreport should he given approximately, and desired to suggest that the 
information might be supplied in a tabular form, items of new and imiiortant 
expenditure and items involving important economies being exhiliitcd 
separately. 


AATth xefeveuce to pavagra^di 0(6) of the Amlitov General’s letter it was 
ascertained that the settlement as between the. .Army ami the iHireign and 
Political Department is on the point of being completed, 

27. Paragraph 29 of Appropriation Accounts, paragraph J] of Report of 
Director of Army Audit, and paragraph 77 (a) of Auditor GencraVs letter . — Tlie 
Committee agreed that the separate accounts maintained foi- the stock iicads 
should be appended to the Appropriation Accounts. 

As regards paragraph J 1(6) of Auditor Generars letter, the Auditor General 
desired that this matter should be withdrawn from the e.xainination of the 
Committee until he has had an opportunity of considering it further in consul- 
tation with the Director of Army Audit in the light of co.rtain furtlier informa- 
tion which has come to his knowledge. 

_ The Committee desired to discuss the question of the certificate of verifi- 
cation with the Quarter Master General and the Master General of Ordnance, 
and to draw their attention to the existence of the certificate included in the 
Appropriation Accounts in England. (A form of the certificate contained in 
the hmglish Appropriation Accounts is annexed hcroto—Amioxnrc 1 ) 
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,, 38 of Appropriatio-n Accounts and paragraph 12 of And dor 

Ge7ieral s Ietier.~The Committee desired to examine the Master General of 
Urdnance and the Quarter Master General on this matter. 


29 Paragraph 41 of Appropriation Accounts and paragraph 13 of Auditor 
(reneral s letter. —The Committee agreed that it is very desirable that as many 
as possible of the items mentioned shonld he included in the calculation of the 
true cost of the maintenance of the fighting units, and that, when the process 
has been completed, the resulting alterations in the Finance and Berenue 
Accoimts should be brought to the notice of the Secretary of State. 


30. ^ Paragraph 46 of Appropriation Accounts and paragraph 14 of Auditor 
General s letter. There appears to be a danger of some overlapping between 
the liste prepared under the system referred to in paragraph 8 of Appropria- 
tion Accounts and the list referred to in paragraph 45 of the Appropriation 
Accounts, and the Committee thou^t it might be desirable if the Financial 
Adviser, 3ilihtary Finance, were to examine the possibility of systematising 
the record of all important new accretions of expenditure on Jlilitaiy Sendees 
whether these have been specifically provided for in the Budget before the com- 
mencement of the financial year or have been undertaken in the course of the 
financial year and met by reappropriation. 

31. Paragraph 46 of Appropriertion Accounts and paragraph 15 of Auditor 
General's letter. — The Committee noted with satisfaction that the Auditor 
General is taking steps for the improvement of these trading accounts. In 
certain re.spects the Committee itseM would like to see further information 
provided, for example, some explanation of the actual cause of the profit or 
loss shown in the accounts and also an e.vplanation of how any figuras have 
been arrived at which are not actual cash ' figures, such as variations in 
stock at the beginning and end of the year. The possibility of giving such 
particulars as would enable the trading accounts to be linker] up wirli the 
Government accounts might also with advantage be studied. The infoima- 
tion could perhaps be most .mitably .supplicfl by means of foot-notes. 

32. Paragraph 49 of Approjrriation Accounts. — The Committee expressed 
the hope that the system will he continued as far as possible. 

33. Pa'ragraph 54 of Ajyproprialion. Accounts and qxiragrapJi JO of Auditor 
GeneraVs letter . — ^The Committee agreed with the remark made by tin* -Audit- 
or General. 


34. Paragraph 20 of Auditor GeneroV.s Idler and paragraph J5 of Report 
of Director of Anny Audit . — The Committee agreed with the Auditor Gencrnl. 

35. Paragraph IS of the Report rf Diredor of Ann y Audit and purnrjrnph 
21 of Auditor GeneraVs Ictter.—The Committee ascertained that dhcijjiinary 
action has been taken and also that arrangements are now in force wliich 
should provide for a .sufficient scrutiny of entrie: appearing in the Army Liit. 

36. Paragraph 22 o:' the Auditor G ne aVs Idler and pirnyrnph 24 of the 
Report of Diredor of Army Audit.— There must be e.xee|>tions to the general 
rule quoted bv the Auditor General in the ease of the discTetionaiy gnmts o 
the Comraander-in-Chief. the Cliief of the General Staff and the General 
Officers Commanding in Chief, etc. ; otherwise the Committee .iesired to endor.-. 
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tlie Auditor General’s observations and to add that particular care should be 
taken to secure that even in the cxcopterl case« rcnpprojiriation sliould be made 
immediately expenditure debitablc to another liead is sanctioned. 

37. Paragraph 76 of Appropriafiov Accounts and paragrapli 2 J of thr Judit- 
OT GencraVs Idler. — The Connnitlce ascertained that Ihi' is not a case of 
failure to recover sums duo but merely a case of sums recovcn-ablc having 
been over-estimated due o causo.s which were beyond the control of the estimat- 
ing authority. 

38. Paragraph 25 of Auditor GencraVs Idler and paragraph 7S of Appropria- 
iimi Accounts. — The Committee was informed that the addition wa<due to the 
transfer of certain establishment from the Quarter Master Gcuerar.s branch to 
the Ufaster General of Supply’s branch. 

39. Paragraph 26 of Auditor GcncraVs Idler and paragraph 27 of Jtcpnrl of 
Director of Army Audit. — The mattnr was ftirthor explained l\v tie.’ Military 
Accountant General. It was aseertnined that this wa.s a cast^ of failure of inter- 
nal audit, that steps had been taken which should automatically ])revent 
similar over-charges, and that disciplinary action was taken against, those at 
fault. 

40. Paragraph 27 of Auditor GcncraVs letter and paragraph 2S of licport of 
Director of Army Audit. — ^Further information had been obtained by the 
Auditor General from the officer who was both General Officer Commanding 
the district and later Quarter Master General. The latter had expressed the 
view that all that he had done was in the best interc.st. of Government , and the 
Committee was prepared to accept the statement. The purpose of the Auditor 
General’s comment was mainly to call attention to the need of having de- 
finite contracts, a matter which has now received ntlcTdion from the Govern- 
ment of India. 

41. At this stage tlie Committee adjourned till Saturday, the 3rd August', 
at 11 A.M. 


Proceedings o! the Third Meeting o£ the Military Accounts Committee, held on 

the 3rd August 1929, at 11 a.m. 

Preskxt : 

The Hoir'ble Mr. E. BunDON, C.S.I., C'.I.E.. I.C.S., Chairman. 

Mr. J. E. C. Jukes, C.I.E., I.C.S., Member. 

Sir Frederic Gauntleit, K.C.I.E., K.B.E., I.C.S.. 

Auditor General. 

Mr. G.E.F. Tottenham, I.C.S., Army Serretaiv. 

Ml. A. P. L. Brayne, C.I.E., I.C.S., Financial Advi 
ser, Military Finance. 

Lieutenant-Colonel S. G. V. Elu.s, D.S.O.. 

Accountant Generak ' ' ’ ' 

Mr. A. G. BarPv, O.B.E.. Director of r--- — 

Mr. H. L. LiviNGSTOtvE, Bepatr i 
Military Finance, 
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<55 ^ 0 / Rector s RefoH and paragraph 28 of Auditor 

Geiierals leitej.— The Financial Adviser, Military Finance, stated that the new 
procedm-e referred to m paragraph 39 of the Director’s Report is working well. 
The Committee desired that the Director of Army Audit should himself test 
tile flicacy of the procedure on some future occasion and make a further re- 
port to the Committee if necessary. 


. As regards the procedure referred to in paragraph 40 of the Dircctor’.s 
Report, the Committee ascertained that sufficient time had not yet clap.sed to 
judge of its success and expressed the desire that this matter also should bo 
commented upon in future reports of the Director of Army Audit if necessarr. 

43.^ Paragraph 41 of the Director’s Report and paragraph 29 of Auditor 
General s letter. On the suggestion of the Auditor General the Committee 
considered that the Director of Army Audit should get into toucli with the 
Director of Commercial Audit with a view to ascertaining whether the experi- 
ence gained in regard to the stock-taking of cinchona bark would proi'C to be 
of assistance in dealing with the question of future procedure which arise.s out 
of the habool bark case here discussed. The result of the Director of A^rniy 
Audit’s investigations should be furnished to the Financial Advi.'ior, Military 
Finance. The Committee further regarded it as important that since stocks., 
once they go from store to the factory, lose their identity and verification there- 
by becomes impossible, the amounts issued from store to factory at any one 
time should be reduced to the absolute minimum necessary for manufac- 
turing purposes. The Committee desired that this proposition .sliould be 
understood to be of general applicability to all cases of the kind where stop, 
.of any particular nature lose their identity at a certain stage of store-holding. 


44. Paragraph 41- A of Director’s Report and paragraph 30 of Auditor 
General’s letter. — The Committee regarded this case as an extremely unsatis- 
factory one. The Superintendent in question incurred a very serious ri.sk when 
he declined to accept the money tendered to him, and the risk iins materialised 
to this extent that, whereas in the paragraph under consideration it is reported 
that Rs. 25,255-3-0 are still due from the firm, it has been ascertained from the 
Financial Adviser, Military Finance, that the outstanding has now risen to 
Rs. 29,207 by accumulation of interest, and tliat the jio.ssibility of efTeoting 
recovery is extremely jjrecarions. The property of the debtor i.s the .subject, 
of litigation to which a number of claimants are partic.s. The Commit tt'c could 
find no justification for the action of the Superintendent : ho had had two }>re- 
vious warnings of the unreliability of the. auctioneer, and, whatever the terms 
of the contract willi the auctioneer wore, there could have l)een no ju netieal 
difficulty in arranging for the money to be handed over to the bujierintondent 
by the purchasers in the presence of and witli the consent of tijc iuicti'one<>r 
who could not have had any reasonable ground for withholding sucli (um.^^ent. 
The Committee also desired that the Adminisfrativc authoritic.s .-^lioubl Ink* 
up the question of issuing instructions which will en.suro the ndequuc} of .s‘ m 
rity deposits taken from auctioneers and other contractor:, wlio ni.i) m.' 
•very large sums of Govermuout money in their hands at any om* time. 

45. Paragraph 43 of Director’s Report and paragraph 31 of A uditnr I'lrarnd , 

— The Committee n.scorraincd that the matter is in iiaud. 



171 


46. Paragraphs 45 and 46 of Director's Report and paragraph 32 of Audi^r 
General’s fetter.— The Committee ascertained that the answer to the question 
raised by the Auditor General was in the affirmative. Apparently the Gepu y 
Assistant Controller of Military Accounts was not aware of the p'ocedure, 
already existing, which he should have followed in order to obtain the inform- 
ation. The two cases quoted illustrate very forcibly the necessity for such a 
provision in the rules, since the explanation afiorded in the second case is t la 
the increase of Bs. 5,000 was accounted for mainly by the expense of maintain- 
ing and repairing one very old motor vehicle. The expenditure appears to be 
almost ridiculously disproportionate, as the cost of repairs must be somewhere 
in the neighbourhood of the cost of purchasing a ncw^ vehicle. The Committee 
thought it desirable that the Financial Adviser, Military Finance, should make 
enquiries with a view to ascertaining whether it is still usual for expenditure to 
be incurred on maintaining vehicles of this kind. 

47. Paragraph 47 of Director’ s Report and paragraph 33 of Auditor General s 
letter. — ^The Committee was informed that from 1928-29 the rate of depreciation 
for electric installation has been fixed at 10 per cent. 

48. Paragraph 48 of Director's Report and paragraph 34 of Auditor General’s 
letter. — The Financial Adviser, Military Finance, explained that the Adminis- 
trative authorities state that there are now no abnormal surpluses. The Com- 
mittee thought that it would be desirable that the fact should be verified by 
the Director of Commercial Audit. 


49 Paragraph 49 of Director’s Report. — The Committee w^as informed that 
it has been decided to tan the bellies and sell them as there is no market for un- 
tanned bellies whereas the sale of tanned bellies, when properly brought to 
account, gives a profit of one anna per pound. 


50. Paragraph 53 of Director’s Report and pa.ragraph 36 of Auditor General’s 
letter. — The Committee ascertmned that a report has since been made to the 
Secretary of State. The Committee drew^ attention to the anticipation of a=:, 
large drop in receipts on account of advertisements and suggested that the 
Army Department might consider whether the level of receipts formerly 
realised on this account cannot by some means be restored. 


51. Paragraphs 174 to 186 of Appropriation Accounts and paragraph 43 of 
Auditor General’s letter. — The Financial Adviser, Military Finance, informed the 
Committee that these excesses are to a large extent the result of a new system 
of review and redistribution of allotments in the course of the financial year 
which enables the executive authorities to spend fully up to the grants allotted, 
and that sr^cient experience in these years was not available to enable him to 
take sufficient account of the effects of this new' system. 


88 of Director’s Report and paragraph 48 of Auditor General’s 
/ef/er.—The Committee ascertained that in the cases in question, the danger of 
loss to Govermnent was actually negligible, as the bungalow^s w^ere the property 
of British officers wffiich had in many cases been constructed with advances 
mceived from Government. At the same time the Army Secretary informed the 
Committee that orders are now being drafted in consultation with the Govern- 
ent Soliator pointing out to all subordinate military authorities likely to be 
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concerned in the purchase or acquisition of immovable property the proper pro- 
cedure which should be observed in order to ensure a satisfactory title to Gov- 
ernment. 

Committee adjourned till Monday, the 5th August 
1929, at 11 A.M. ' 


Proceedings of the Fourth Meeting of the l^Iilitary Accounts Committee, held on 

the 5th August 1929, at 11 a.m. 

Present ; 

The HonMale Mr. E. Burdon, C.S.I., C.I.E., I.C.S., Chairman. 

:Mr. J. E. C. Jukes, C.I.E., I.C.S., Member. 

Sir Frederic Gauntlett, K.C.I.E., K.B.E., I.C.S. " 

Auditor General. 

Mr. G. R. F. Tottenham, I.C.S., Army Secretary. 

Mr. A. F. L. Brayne, C.I.E., I.C.S. , Financial Ad- 
viser, Military Finance. j 

Lieutenant-Colonel S. G. V. Ellis, D.S.O., Jlilitary VWere also pre- 
Accoutant General. sent. 

Mr. A. G. Barr, O.B.E,, Director of Army Audit. 

Mr. H. L. Livingstone, Deputy Financial Adviser, 

Military Finance. 

SI. Paragraph 51 (a) of Auditor General's letter and paragraph 2 of Report of 
Home Auditor on Secretary of Slate's Accounts . — The Auditor General observed 
that it was practically certain that the point taken by the Home Auditor in this 
paragraph would be very much affected by the decision given by the Secretary 
of State on another occasion that lodging allowance, in a certain connection at 
any rate, is to be regarded as pay. The Committee, therefore, thought it desir- 
able that the Avhole matter should be further examined by the Financial Adviser 
in consultation with the Auditor General, the result being communicated to 
the Home Auditor if this is found to be necessary. 

55. Paragraph 51 {h) of Auditor GcncraVs letter and paragraph 5 nf Report 
of Home Auditor on Secretary of Stale's Account . — The Committee ascertained 
from the Armv Secretary that the Government of India had stiggested that a 
normal period of tour should be laid down and adhered to, Imt that they should 
be free either to keep an officer on duty or grant him leave for a .short time 
beyond the normal period, provided that the retention on duty or leave doe.s not 
extend be.vond the next trooping .season. Such an arrangement would remove 
the difficulty here brought to notice. 

5G. Paragraph 6 of Report of Home Auditor on Secretary of States Accounts, 
and Auditor GenernVs letter dated the 20th .fane 7.72J.— The Committee ascer- 
tained that the adjustment of claims and counter claims in ro.s{)eel of Atlen 
charges prior to 1st April 1927 has been merged in the general settlement of 
ontstanding war claims between His Majesty's Government andthe Government 
of India. 



57. Parnqraph SS of Appropriotioo Jmnwls.- {nuuum>->- rsonuwa 

the Quarter Master Gcuornl ami the Masl-r thMU-nil nf Orarnuu’.- aiul v.vre 

informed of the porcontugos of loss u'htrl. tlu- lignn-s roj.r..s,..nl.-d m earl, 
case It was stated that the lo.sses uiidm- all the raiegones hut nue w.uv normal 
in amount and inevitable in character, brntigdu.* to tln« usual weil-kin.wn causey, 
dryage, wastage, package.s broken in transit, etc. In the e.vccptrd c.ase, which 
was that of ordnance store.s. the loss occurred mainly under rilh-.s and its magni- 
tude was due to the fact that a verv large numlier of rifles was t.-turm-d to tlw 
arsenals after the war, and that many of theni were taken on the book's at the 
value of serviceable rifles but on further exnminafion w.-re iouml to rcfimre 
repairs or to be unserviceable. Their value had ronsi.finently to la* written 
douTt. The loss was thus only a book h>ssand notan actual lo.s. The mimberof 
rifles returned nfterthewar wa-- .so great th-at it was im[>osdble for the .nrseual 
staff to examine them projierly before bringing them to iicei>uiit. 1 he arri ar.' 
have now for the most part been cleared oil and the j>osition is now approach- 
ing normality. The Committee thought it desirable that in all tins., rax.e^ 
the normality of the figures of loss should be testerl from year to year by an 
examination of results on a comjiarative basis. 


58. Paragraph 30 of Appropriattav Af'ro>t/if < ami p-iragraph ■> if Ilrporf if 
Director of Arm g Aittlil. — The Committee examined the Master (t'eneral of 
Ordnance and the Quarter Master General and aseertained tlnif tin* Dis'* 
posals staff and the Director of Contracts belong to the same organisiition 
within Army Headquarters, and that no article is condemned and disposed of 
until it is nhsolntely certain that it is not required by some other dejairtmenf of 
Government; also that the two snggestion.s of the Direeloi (yf Contracts men- 
tioned by the Director of Army Audit have been accept od. 


.59. Paragraph 11 of the Report of Direeiar of A nog An'llf. -The Com- 
mittee, having examined the Ma.ster General of Ordnane-; and tin- (Quarter 
Master General was strong!}' of opinion that the adminislratiiyn in India, 
as in England, should fortify itself by .securing a certificate on f he lines of t hat 
referred to in paragraph 27ofthe.se jiroceedings. If and when the Govi;rn- 
ment of India has laid down the quantities and ciilegorie.s of niobilisalion 
reserves which shall be held, it seems essential that, in a matter of such vital 
importance, some authorit}'' should be made responsible for a poiiodi(;al certi- 
ficate that the orders of Government arc being obeyed. 


60. Paragraph 57 of Report of Director of Armg Audit. — 1’he Committee 
ascertained that, under the recent change of organisation, the Quarter Master 
General no longer occupies the ])osition of the purchaser of stores manufac- 
tured by the Master General of Supply. The Master General of Supply (now 
the Master General of Ordnance), while he continues to nmnufacture stores in 
factories, now holds the finished articles in the arsenals from w'liich they 
are issued to the troops as required. Thus, the Quarter Master General has 
no longer the same interest as before in checldng the cost of supplies • and the 
duty of seeing that stores are manufactured at a reasonable cost and that 
excessive fmds are not aUotted to the factories in the annual budget devolvp^ 
i^on the Master General himself and the Financial Adviser, Military Finance 
other?. S Os ha^ye no mtereat in the matter, apart from the xtenemi 
interest oi each and all m scenring the economical administration of the 
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i^itary services. Tlie Financial Advise: has ample instruments through 
vrjuch to exercise his control, but the Committee thought that it might with 
advantage be examined whether a useful purpose would not be served by 
showing m the Army accoimts the cost of supplies received from the factories, 
a conesponding cre^t being showm in the Factory accoimts. The Financial 
Adviser, Alihtary Finance, wns requested to examine the point and report 
the result next year, and also to report whether it would be feasible for the 
factories m India to ascertain production costs of different articles from mouth 
to month. It is imderstood that this is done in England. 

®I* Pq') cigici'ph 30 of PepoH of Director oj Ar)ng Audit . — The Committee 
recognised that the Ordnance Officer could not be expected to inspect a whole 
consignment; but inquired ivhether it would not be possible to mark the 
packages inspected, and also to mark the uninspected packages as being part 
of the same consignment, so that there might be means of fixmg responsibi- 
lity when the packages were opened. The Master General of Ordnance agreed 
to examine the point. 

62. Paragraph S7 of Report of Director of Army AndiV.— The Committee’s 
conclusion ivas that the case reported was a most imfortunate case in which 
through ignorance and inefficiency the correct procedure was not ajiplied or 
misapplied. The Conmiittee understood that steps had been taken to prevent 
a recurrence of such incidents. 

63. Paragra^di 55 of Report of Director of Army Audit.— The Com- 
mittee examined the Quarter Master General and Adjutant General and were 
informed that the new scheme never involves the under-issue of rations to 
any particular individual and that the scJieme, apart from its other advantages, 
is regarded as having an educative value of great imjiortance. The scheme 
is acceptable to those most directly concerned, has been successful and un- 
doubtedly reduces waste. From the audit point of view, the Committee 
desired that the orders on the subject of the credit to be allowed to regimental 
funds should express a particular method of calculation by which the amount 
credited should be deduced and should not refer in general terms to “ savings 

61. Paragraph 25 of Report of Director of Army Audit . — The Committee 
ascertained from the Adjutant Geneialrhe causes which led to errors in e.sti- 
mating the number.s of officers and other establishments for which provision 
has to be made in the budget. Some of these causes arc beyond the control 
of the authorities in India. Unforeseen variations occur in the numbers and 
ranks of personnel supplied by the War Ollice. In other cases, however, 
more accurate c timation .should be po.ss.’ble, and the Financial Adviser, 
Military Finance, undertook to give special attention to the juattor next year. 

6D. Paragiaph 67 of Report of Director of Army Audit.— The Committee 
examined the Adjutant General and came to the conclusion tliat the con- 
ditions qualifying for family pensions are too liberally interpreted, pnrticjdariv 
in the case of civilian employes paid from Army estimates. Ihc 
set ill" up a specific criterion simple in application is recognisec , 
que.stion clearly requires to be reviewed in its general aspect and m the hgm 
M the treatment which it is understood the .«=ame. question has reconth heo 
receiving on the Civil side of the administration. 

GO. The Committee adjourned till 2-30 p.m. 





Proceedings oi the Filth Meeting of the Militnry Accounts Committee held on the 

5th August 1929, at 2-30 p.m. 


J’lSKSKNT : 


I Wort; also pve- 
^ sent. 


Tiu' Mr. K. Hennox, t'J.lv.. Chalnmtu 

Mr. .T. iC. .IruKS, CX.l'i.. l.C’.S.. Mnithrr. 

Sir FniH'Kiuc (Fvr.vn.irrT, K.t’.T.H,. K.H.IC,, T.C.S,, 'j 
A\J<litor General. 

;Mr. (i. H. F. TotTKNUAM. .Army Scerfinrv. 

AF. A. F. L. Ui!.\VNK, l.F.S., Fimiiu-lnl Ad- 

vi or. Military F naurf'. 

Li(M!t«-m»m*f'<)I(t!u>]. S. (F V. Fu.is. D.S.O.. Mijifary 
Aof‘0\mtnnt fJotioral. 

Mr. A G. IFmmi. G.B.IC., Diroctor o,' Army Ami t. 

Mr. 11. L. Liv!.n‘<;sih)N}:, Doputy Fiiiancia! .Advisor. 

.Military V'ioaiu'o, J 

()7. l\u<i‘}roph •>[ lii jirirl of Director (f Anoji Aiolif iixil jytrntjraph -16 
of Auditor (r'cKcrar.'i i(t!er. - Tho ICiigim-or-in-Ghiof gave tlio Commit t re fnrlhor 
information which indicated that, in a.sscs.sinu the amount correctly due, the 
important factor was tliat of rat< s for dilTciimt class.c.s of work. 'I'lic (.’ommit- 
tec considered that in the determination «)f rates there was con.siderahle laxity 
on the part of suhordinares which the onliiiary check.s. e.xccutive ami account-' 
ing. should have .served to prevent. This appears to the rommittce to have 
hce.n rccocnised in the action taken. 


68. Parofjraph i)0 of Report of the Director of Anmj Audit. — 'I'he volume 
of expenditure in the month of itlarch, tliough it has dimini.shed as compared 
with the previous years, is stilt disproportionately great, and the Engineer- 
in-Chief was asked whether, in actual experience, ho finds behind this rush 
of expenditure irregrdar and extravagant proceedings inspired by the desire 
to prevent the lapse of funds. He. replied in tho negative, and said that,, 
as he saw. the matter, the reasons foi- the rush of expenditure in March were 
broadly as follov.’s. In the first place, he agreed with the Militar}'^ Account-’ 
ant General in thinking that, to a Ver}’’ considerable extent, it was a question 
rather of a uish of payment than a rush of expenditure in j\Iarch. In tlie 
second place, frequent but apparently inevitable change of policy on the Army 
side led to delay in se'ecting works to be carried out within the financial year 
and to consequential delay in the preparation of plans, estimates, etc., and in 
the allotment of funds. Again, in India it is only during part of the year 
that intensive engineering work can be carried out, and this in tlie greater' 
part of India is the cold weather. All these factors tend to make it a natural' 
occurrence that more bills for completed worlcs should mature in the' months 
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'of February and March each year.' The Committee, recognising that there 
is nothing inherently 'mrong in a rush of expenditure in March and that the 
important question to determine is -vi'hether the rush of expenditme causes 
irregularities, asked that the attention of the Director of Army Audit should 
be directed to this point with a view to his undertaking a special investigation 
of March expenditure. The Committee also desired tJiat the Financial Ad- 
viser and the Army Department should consider whether the militarj- au- 
thorities might not usefully adopt a practice which has been adopted by certain 
Local Governments, under which special acceleration of payments hi March 
is not permitted. This practice has the effect of checking any tendency to 
accelerate disbursements, at the expense of regularity, for the purpo.s'e of 
avoiding the lapse of funds. The Military Accountant General observed that 
the accelei'ation of payments in March has a certain advantage in that it 
encourages contractors to produce their final bills promptly. This is a consi- 
deration which the Financial Adviser will no doubt take into account, but it 
is a consideration which should be common both to the Civil and the Military 
admunistrations. 

69. Item (a) of Appe^idix B of Appropriation Accounts . — Having ascer- 
tained that the results of 1928-29 arc rather worse than the results for 1927-28, 
the Committee, after examining the Bngineer-in-Chief, came to the conclusion 
that the whole matter requires further investigation by the Director of Army 
Audit, who should take up the figures of 1928-29 and analyse them with 
reference, amongst other things, to (1) the proportion of the objections 
raised in regard to March expenditure, and (2) the causes of the ver}- high 
money value of objections raised on account of want of sanctioned estimates ; 
while, in regard to the large amount under objection for want of vouchers it 
should be seen whether a reasonable time limit is allowed for receipt of vou- 
chers on the lines of the procedure in force on the civil side. It would be 
interesting also if the Director of Army Audit were to institute a comparison 
of the proportion of expenditure on military works taken under objection 
with the similar proportion in the case of the civil public works expenditure 
of selected provinces. 

The Enginecr-in-Chief acknowledged that a good deal could be done in 
the way of reducing the amount of expenditure held under objection if greater 
interest were taken by individual officers in the disposal of objections, and he 
undertook to take steps to stimulate .such interest in his officers. 

70. Panujruplt 51 [c] of Auditor (irmrars letter and paragraph 10 of Jtc- 
port, of Home Auditor on Secretary of State's Accounts . — ^'The Committee as- 
certained that out of 729 cases received, rc-allocation has been made in Gel 
cases, leaving a balance of GG only. 

71. Paragraph 52 of Auditor General’s letter and paragraph G of the Pc- 
port of Home Auditor on High Conwiissioncr's Accounts . — The Financial 
Adviser intimated to the Committee that, circumstances having developed, 
it now appears to be safe for this money to be withdrawn from sus{)onso, and 
that he is initiating action to this effect. The Commitlee endor.«ed this 
course of action. 

72. The Committee adjourned till 2-30 r.M., on the Gth August . 
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Proceedings of the Sixth Meeting of the Militaiy Accounts Committee held on the 

6th August 1929 at 2-30 p.m. 


Present : 


The Hon ’ble Me. E. Burdon, C.S J., C.I.E., QUirman. 
Mr. J. E. C. Jukes, C.I.E., I.C.S., Member, 


Sir Eeederic G-auntlett, K.C.I.E., K.B.E., Auditor 
General. 

Mr. A. E. L. Brayne, C.I.E., I.C.S., Financial 
Adviser, Military Finance. 

Mr. H. L. Livingstone, Deputy Financial Adviser, 
Military Finance. 


1 


^Were also 
present. 


73. The Committee examined the Financial Adviser at some length on the 
subject of the variations between the expenditure under various heads of 
account and the original and modified appropriations under those heads. It 
was not inclined to attach very great importance to individual variations 
between budget and expenditure. The year under review was the first year 
of reversion from the costing to the cash basis of accounts, and this fact made 
it difS.cult to frame accurate estimates under subordinate heads. Moreover, 
the lump cut of 80 lakhs made by the financial authorities operated to render 
the budget figure, regarded as a whole, conspicuously accurate ; the total saving 
of the year being no more than 12-|- lakhs of rupees. The Committee consider- 
ed, however, that, as experience of the present system grows, it should be found 
possible to carry such cuts down to individual heads ; and hoped that every 
endeavour would be made to efiect this desirable object. 

74. The variations between modified appropriations and expenditure were 
a more serious matter. The number of important cases of uncovered excesses, 
unsmrrendered savings and apparently unnecessary reappropriations was greater 
that should ordinarily be consistent with an efficient control over expenditure. 
It was explained that these were largely due to defects of the system then 
in force. Estimates had to be revised in March on the basis of no more than seven 
months’ actuals ; while there was apparently some lack of co-operation between 
the financial and the administrative authorities. The Committee ascertained 
that these defects have since been largely remedied. The compilation of the 
accounts has been accelerated and further acceleration is expected. The respon- 
sibility of the Principal Stafi Officers for the control of their own budgets 
has been established, and they are now working in complete sympathy with 
their financial advisers. The Committee, with the assistance of the Auditor 
General, made certain suggestions designed to secure a better control over 
expenditure. It emphasised the desirability of a careful watch over commit- 
ments and liabilities with reference to the actuals of past years, and of an 
intelligent scrutiny of current expenditure against a scientific distribution of 
allotments over the months of the year. It discussed at some length the time 
and the manner in which re-aproppriations should be sanctioned, and laid 
stress on the necessity of ensuring that ear-marked savings are not diverted 
to objects other than, those tor whloh they are ear-mark^. Finally, it sug- 
gested to the Financial Adviser that he should consider the desirability of 

rrftinprni'm'n 
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following tlie example of tie ciyU autliorities Lj* securing tlie appointment of a 
wholetime expert wliose duty it should be, imder his control, to watch the pro- 
gress of expenditure throughout the year and to devote unceasing attention 
to the improvement of methods of budgeting and of expenditure control. 

75. As the present Director of Arm}’- Audit, who has filled that post ever 
since the Financial Adviser ' assumed' the responsibility for the production 
of the accounts of Militar}’' Services 'will have retired from service before the 
accounts of another year are considered, the Committee considered it 
desirable to obtain and place on record his opinion of the present accounting 
arrangements of the Armj'. Mr. Barr was definitely of opinion that in 
certain respects and j^articularly in the matter of office administration and 
organisation the existing state of the separated account offices compared 
very favourably Avitli that of the combined offices of accounts and audit as he 
remembered them on the civil side. He added, and the Financial Adviser 
himself agreed wdth him, that, while there was a healthy rivalry" between 
the two agencies dealing with the accounts, the present relations between 
the accounting and auditing authorities were all that could be desired. 
The Committee noted with appreciation the subsequent statement of the 
Auditor General that the new audit offices had proved their value, and 
that he was entirely satisfied with the Director’s work which had yielded even 
better results than he had expected. It agreed with the Auebtor General 
that the present hap23y relations were largely d\ie to the tact and intelligence 
displayed by Mr. Barr in the introduction and develoinnent of the separated 
audit sy.stem. 

76. As a result of its general examination of the accounts and report, 
the Committee was definitely of opinion that the reversion to a cash basis of 
accounts lias greatly facilitated expenditure control ; and that, if the control 
exercised during the year under re\ncw was not in all re.spects exemplary, 
stejis have been and. are being taken which may be expected to place matters 
in an entirely satisfactory jiosition in futiue years. 
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ANNEXURE I. 


General Gerlificaie of the Quarter Master General and the Master General of 
Ordnance regarding war reser-ves on the 31st March 1928. 


We certify tliat on the 31st March 1928 the war reserves of stores authorised 
by the Array Council to he held on that date for the Expeditionary Forces and 
detailed in the schedules submitted to the Controller General, for the super- 
vision and maintenance of which we are respectively responsible, were in aU 
respects complete with the exception of temporary deficiencies to the aggregate 
value of 149,904. 


(Sd.)W. H. ANDERSON, 

QuaHer Master General. 

(Sd.) WEBB GILLMAN, 

Master General of Ordnance., 




APPENDIX XI. 


Memorandum himislied by the Auditor General on the subject of the cost of staff 
employed as an experimental measure on the concurrent audit of customs 
receipts at Calcutta. 

I promised thePublic Account s Commit t ee to put in n memorandum on the 
subject of the cost of the staff employed as au exporimcutal measure on the 
concurrent audit of customs receipts at Calcutta, together with .an aijpreciation 
of the results obtained in this audit. The following ])aragra})hs give the le- 
qxiired information. Tiie existing staff employed on the concurrent audit is 
as follows : — 

Ps. 

] Assistant Accounts Otlicer — 

Ps. 500 — 05 — 850 : average eost per month . . 057 

(This officer does revenue audit as well as ex- 
penditure audit, but the full cost is talcon ns 
the major portion of his time is devoted 
to revenue audit.) 

1 Superintcudout — 220 — 20 — 500: average pav 

4 Auditors — 300 — 10 — 150: average pay .. 

1 TyjDist' — average ]3ay, say . . . , . . ; 


Total monthly r-'> 
Total nnnu3] c- 


2. The experiment was begun in A~rr~ 

reported that in the course of the -irst I- r ■ 

been detected aggregating over B;. C/.O'. ' • t - . : 
ed report of the results of the - -- ■ 

tember 1928. The concurrent z~' '~ - — 

the inward bills of entrJ^ 1% ; 

and refund payments (to men t*:c 7-’ 7 ; .'7 ' . 

whole of this period shortre2h'5ir-::n_7-' 777... :7. 

have been discovered, r - - . ‘ - 

balance of Ks. ' 

3. Apart tom the ^ - 

questions 7‘" — 
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not only in respect of the assessment of individual transactions but of the treat- 
ment of consignments of similar articles dealt with in the future. A few 
examples of such questions are given below : — 

(1) Extent to which hospital appliances can be treated as the ” im- 

' accompanied baggage ” of a mei’cal officer. The loss of duly 

involved in the particular case was Rs. 300. 

(2) Silver sheets inlaid with 18 ct. gold, wrongly passed free as bullion 

instead of being assessed to duty as sSver manufactures. The 
amount of duty recovered in the individual case was Es. 200-10-0. 

(3) Cash discount granted in respect of payments made by the importer’s 

home agency before arrival of the goods in India, vu'ongly taken 
into account in arriving at the “ landed cost ” in India. 

(4) Improvement of procedure for watching imports free of duty on behalf 

of foreign Consulates in India, and trade goods for re-export to 
hfepal. 

(5) Paper tubes, cones and bobbins with yarns reeled on them, wrongly 

assessed at 2-|-% . The Central Board of Revenue agreed that they 
should be assessed at the rate of dutj’- (apparently 5% or more) 
applicable to the yarns with which they were imported. 

(6) Amendment of the market value list, removing “ cigarette paper 

from the heading “ paper and stationery ” to the headi •‘smokers’ 
requisites ”, 

(7) Triangular or jagged wire nails, vTongly assessed as “ nails, other 

kinds” instead of as “wire nails”. The Central Board of 
Revenue confirmed the audit interpretation. 

(8) Ci-ucible steel bars wrongly assc.sscd at the s]) oified rate of Rs. 30 

per ton instead of at 10% as “ bars not otherwise .S])eciricd ”. 

(9) “Racing boats”, wrongly assc.ssed at 10% instead of at. SO"/;, as 

“.sports requisites ”. The Central Board of Rovemie upheld the 
audit view and Rs, 444-15-0 was recovered in the individual 
case. 

(10) “Spring steel” and “high speed steel ” bans, Avrongly as.ses,-ed at 

Rs. 20 per ton instead of at 10% ad rnhyan. Rs. 583-10-0 was 
recovered in the individual case. 

(11) British manufactured .steel round bar.s of over inch diaineler, 

wrongly as.'-'es.sed at 10% instead of at Rs. 20 i>ar toji. Rs. 22-8-0 
was recovered in the individnal case. 

(12) Tyi)e moulds, wrongly assc-ssod to duty at 21% as printing in.-itc 

Vials, Rs. 50 wa.< recovered in the individual case. 

(13) “Block iron sheet.s under l/8th inch thick, not fabricated 

wrongly as.scs.sed at Rs, .30 per ton instead of a.s “ all of her . ort- 
not otberwise .sj)ecined if of British origin ” at Rs. .35 per ton. 
R.*^. (51-2-0 w.'i.s recovered in the individnal case taken u]). 
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(14) Hullers or Imskcrs operated by steam power, wrong!}'- admitted free 

as “ agricnltural macbiiiery .The Central Board of Rcvenne 
upheld the audit view. There was a loss of revenue of Rs. 866-4-0 
in the individual case. 

(15) Nickelled tmm buttons, wrongly assessed at 15% instead of at 20% 

as motor car accessories 

(16) Washing soda, mongly assessed at invoice value instead of on the 

basis of tarifi valuation fixed for soda crystals. Rs. 14-12-0 was 
recovered in the individual case. 

(17) Tricycles not chain driven were assessed at 15% instead of as 

“ toys ’* at 30%. Rs. 22-15-0 was recovered in this case. 

(18) A claim for drawback amounting to Rs. 321-1-3 on rusty gramo- 

phone needles vras uuongly admitted. It v;as recognised that 
the gramophone needles ]-eturned to the suppliers were of full 
value to them, as they could be rendered saleable after the rust 
was removed. The Collector of Customs agreed with the audit 
view that in such cases the “ value ” in section 50 (6) of the Sea 
Customs Act means the value at the time of shipment and that 
drawback should not be allowed in such cases in future. 


4. It is very difficult to place a figure without actual local inquiry on the 
recmiing savings on future consigmnents to which the concurrent audit may 
reasonabty lay clahn as the result of the settlement of the questions of assess- 
ment involved in the above examples. It seems, however, quite safe to say 
that the recurring annual saving would cover the cost of audit several times 
over. 

It might be held that now that audit has settled such questions after 
■worldng for some years, there may not be room for similar useful work in future ; 
but the tarifi is being constantly revised, and I have no doubt that audit work 
in future will always prove fruitful in its results. 


5. While the above paragraphs give details of the benefits to the revenue 
derived from concurrent audit, it is not for a moment claimed that this audit 
never results in the discovery of over-assessments and consequent loss to the 
revenue. As a matter of fact, a few cases of over assessments have been dis- 
covered and refunds made to importers at the instance of audit. Statutory 
audit check is expressly conducted on behalf of the taxpayer, and it is considered 
that it is the legitimate function of audit to assist in stopping over-assessments, 
as much as in preventing under-assessments. 


6. The audit checks not only concern the amount of revenue but are also 
applied to ensure that the prescribed procedure is observed in the Custom 
House in the assessment amd collection of the revenue. Ror example the pre- 
scribed procedure requires that the assessing appraiser should obtain the sanc- 
tioii of the Assistant Collector beforeamendi^ the classification or value shown 

declaration sporting requisites ” in 
the bill of entry perfcaimng to tennis markers '*'* was changed into " hardware '■ '• 
by tne assessmg appraiser without the sanedion of the Assistant Collector, 
and the goods wrongly assessed at 15%. Rs. 32-15-0 was actually recovered in 



184 


7. Before closing this memorandum, I would make a brief reference to the 
practice in the United Kingdom.where there is not only a full “ internal check ” 
of revenue but also a test audit carried out by the Comptroller and Auditor 
General on behalf of the House of Commons. Section 2 of the Exchequer and 
Audit Department Act, 1921, of the United Kingdom runs as follows : — 

“2 (] ) The accounts of the receipts of revenue by the Departments of 
Customs and Excise, Inland Bevenue and Post Office, and the 
accounts of every receiver of money which is by law payable into 
the Exchequer, shall be examined by the Comptroller and Auditor 
General on behalf of the House of Commons in order to ascertain 
that adequate regulations and procedure have been framed to 
secure an efiective check on the assessment, collection and proper 
allocation of revenue, and the Comptroller and Auditor General 
shall satisfy himself that any such regulations and procedure are 
being duly carried out. 

(2) The Comptroller and Auditor General shall make such examination 
as he thinks fit vdth respect to the correctness of the sums brought 
to accormt in respect of such revenue as aforesaid, and shall, to- 
gether with his report on the appropriation accoimts of the de- 
partments concerned, present to the House of Commons a report 
on the results of any such examination.” 

8. I thinlc it will be agreed that the English ideal given above is one which is 
most likely to suit Indian conditions. The duty of the Auditor General’s 
test audit woidd thus be confined (1) to seeing that adequate regulations and 
procedme have been framed to secure an effective check on the asso.ssinent, 
collection and proper allocation of revenue, (2) to seeing that such rcgnlations 
and procedure are being duly carried out, and (3) to making a small te.st exami- 
nation as to the correctness of the sums brought to account. This naturally 
pre.supposes a full and adequate internal departmental check over the whole 
of the transactions. 
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APPENDIX Xn, 

Note by tlie Audit Officer, Indian Stores Department, explaining tlie difierence 
between the figures of Profit and Loss of the Indian Stores Department 
shown in the Appropriation Accounts and those shown in the Administra- 
tion Report of that Department. 

As was explained in the Memorandum placed before the Public Accounts 
Committee, the final audited Profit and Loss statements for 1927-28 differs 
from its predecessors in the following respects : — 

(1) Under Revenue the actual realisations have been shown instead 

of a theoretical figure showing the revenue supposed to have been 
earned by the Department. 

(2) A few unnecessary heads which tended to blur the impression pro- 

duced by the statement as a whole have also been eliminated. 

For the purpose of an effective and accurate comparison the statement for 
1926-27 has now been recast on similar lines and the two sets of figures for 1926- 
27 and 1927-28 have been placed side by side in the enclosed statement A. 

It will be seen from the revised statement for 1926-27 that the net loss 
has now been raised from Rs. 3,99,415 to Rs. 4,63,435. 

I shall now proceed to compare the figures shown in the statement jirepared 
by the Audit Office with those shown in the Administration Report of the Chief 
Controller, Indian Stores Department. To facilitate our review I have shown 
in red ink the Administration Report figures just below the Profit and Loss 
account figures under each head. 

The heads 1 to 4 agree in both the cases. The large difference under heads 
5, 6 and 7 is due to the fact that the Administration Report figures include expen- 
diture of a capital nature (such as apparatus costing more than Rs. 1 00 under 
‘ Supplies and Services ’ and cajiital works such as residential buildings under 
‘ Pet'fy construction and repairs’), while these items are excluded from the Profit 
and Loss Account figures. In the Profit and Loss statement such expenditure 
of a capital nature would only affect heads 11 and 12, viz., Interest on capital 
outlay and Depreciation. 

Further, the Administration Report ignores entirely the leave salary paid 
in England which, under the budgeting procedure, is not debitable to the 
Indian Stores Department grant but to a separate ‘i rant, that is, the grant 
for expenditure in England' under the control of the High Commissioner.. All 
indirect charges such as pensionary charges, interest on capital outlay, deprecia- 
tion charges are also omitted from the Chief Controller’s account. 

Another important difference between these two statements remains to be 
noticed. In view of the fact that the Indian Stores Department is still in its 
infancy, it is not considered advisable that the full burden of the cost under 
Audit and Account ’ should be thro'wn on it. Under the existing procedure 
•the gross revenue of the Department is divided between it and Audit m propor- 
tion to their expenffitures. The full Audit expenditure is budgeted for under 
Grant 42-Audit, while the share appropriated by Audit under the system shorrn 
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above is taken in reduction of the Demand imder that Grant. Thus, while the 
actual Audit charge in 1927-28 amounted to Es. 1,94,981, the amount recovered 
from the Indian Stores Department was onij’- Es. 1,66,609, the balance of 
Es. 28,372 remaining at the debit of Grant 42. 

In other words, while the Administration Eeport shows Es. 1,22,086 and 
1,66,609 as the cost of Audit in 1926-27 and 1927-28, respectively, the acbial 
expenditure incurred was Es. 1,41,563 and Es. 1,94,981 in the same years. 

While the Profit and Loss statement shows a deterioration of Es. 1,13,429 
during 1927-28 as compared with 1926-27, the corresponding figure as disclosed 
by the Indian Stores Department Administration Eeport is only Es. 21,285. 
The difference between the two sets of figures, that is, 92,144 is explained in the 
annexed statement B. 

A copy of the note prejDared by the Chief Controller, Indian Stores Depart- 
ment, explaining the difference between the two sets of figures is also enclosed 
for the information of the Auditor General. The difference between my note 
and the note prepared by the Chief Controller is due to the fact that the 
Chief Controller’s explanation is based on the figures shown in the printed 
Appropriation Accounts, v/hile mine is based on the revised figures shown in 
the statement A annexed to this note. 


STATEMENT A. 

Profit and LossIBtcdget accounts of the Indian Stores Department for the years 1926-27 and 1927-28 
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STATEMENT B. 


Supplies and Services — 

Audit Office figure 1927-28 more . . 

I. S. D. figure 1927-28 more 

Difference : Audit Office figure more 

Contingencies — 

Audit Office figure 1927-28 more - . 

I. S. D. figure 1927-28 less 


Audit Office figure more 

Petly conslruclion and repairs — 
Audit Office figure 1927-28 less 
I. S. D. figure 1927-28 less 


Aiidit Office figure more 


Leave salary jiaid in England — 

1927-28 less . . 

Pensionary charges — 

1927-28 more . . 

Oovernment contribution to Provident Fund — 
1927-28 less . . 

Interest on Capital outlay — 

, 1927-28 less 

Depreciation charges — • 

1927-28 less 

, Stationery and printing — 

1927-28 more . . 

Cost of Audit and Accounts — 

Audit Office figure 1927-28 more . . 

I. S. D. figure 1927-28 more 


Total 


Audit Office figure more 


Rs. Rs, 

25,695 

18,130 

7,465 


1,713 

10,755 


12,468 


5,828 

82,296 


76,468 


96,401 

37,951 

16,160 

31 

2,472 

5.043 

10,178 

.53,418 

44,523 

8,895 


S^l7mnarishlg the above rrsulls ice get. 

Under ‘ .Supplies and .Services Contingencies. ‘ Petty construction iind 
repairs ’ . . 

Under Leave salary paid in ICnglnnd 
Under Pensionary' charges 
Under Heads 10, 11 and 12 
Under Stationery and Printing 
Under Audit and Accounts 
Under Receipts due to rounding .. 

Total 


Rs. 


-pfHi.tOI 
— — .1 / , J 

4 16,166 
.-7, .516 
4.16,178 
4.8,fi!'5 
4 1 

4 - 92,144 
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The Public Accounts Committee were unable to iinderstand the reason for 
the difference between the increase of the deficit in the accoimts of the Indian 
Stores Department during the year 1927-28 as shown respectively in the ac- 
counts printed on page 27 of the Administration Report for the year 1928-29 
and in the Profit and Loss Account printed on page 313 of the Appropriation 
Accounts, and the opinion was expressed that an explanation of the difference 
should have been given. It has not hitherto been possible to include such an 
explanation in the Department’s Administration Report since that Report does 
not include the Profit and Loss Accoimt. Moreover, the latter Account for 
the year under report is not completed before the publication of the Report. 
Similarly, an explanation cannot be given in the Appropriation Accounts for 
the reason that those Accounts do not indicate the deficit in the budget ac- 
counts. I understood, however, that the Committee desired to have an ex- 
planation of the difference which appeared in the budget account and the Profit 
and Loss Account for the year 1927-28, and I accordingly furnish an explana- 
tion of the matter. 

Before dealing with the actual figures I should like to make certain points 
clear — 


Firstly . — The budget account (that is, the account appearing in our 
Admim'stration Report) is not an account compiled by the De- 
partment itself. The account is compiled by the Accounts De- 
partment, and it carries the same authority as the Profit and 
Loss Account which is also prepared by the Accounts Depart- 
ment. 

Secondly , — The two accounts are prepared on entirely different principles — 

(a) The budget accoimt exhibits the actual realisations of revenue 
during a year. The Profit and Loss Account, on the other 
hand, exhibits the revenue earned during the year, that is, the 
value to the Department in the shape of fees of the actual work 
carried out by it during the year. Inasmuch as contracts 
placed by the Department during the year may not in many 
cases be completed until the succeeding year when payment is 
actually made and the fees are actually recovered, there must 
of necessity be a difference between the revenue side of the two 
accoimts. I may add that it has since been decided that future 
Profit and Loss Accounts wiU exhibit only the revenue actually 
realised during the year, so that there will in future be con- 
cordance between the revenue sides of the two accounts. 

(6) The budget account shows merely the direct expenditure against 
the Indian grant of the Department. The Profit and Loss 
Account shows in addition ('i)the indirect charges, namely, 
pensionary charges. Government contribution to the provident 
fund, interest on capital outlay, depreciation charges and sta- 
tionery and printing charges; and{n) expenditure against the 
High Commissioner’s grant on account of the leave salaries of 
officers paid in England. The Profit and Loss Account on the 
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other hand does not show the capital expenditure of the De- 
partment, which is shown in the budget account, hutmerelv 
the depreciation and interest charges on that expenditure. 

Thivdly . — The audit factor comes into the budget account in the shape of 
a deduction from the revenue of the Department, whereas in the 
Profit and Loss Account it appears as a direct charge on the ex- 
penditure side. If the two figures agreed the net result would, 

. of course, he the same ; but it will be seen from a reference to the 
two accoimts that there is no agreement betAveen the two sets of 
figures. For the purposes of the budget account the total reve- 
nue realized is distributed between the Indian Stores Department 
and the Audit Department in the ratio that the expencliture of 
one bears to that of the other, whereas in the Profit and Loss 
Account the actual expenditure incurred by the Audit Depart- 
ment is debited to the account. 

I attach a statement which makes a comparison of the two accounts (Profit 
and Loss and budget). It will be seen that the Profit and Loss Account as 
shown in this statement does not agree in matters of detail with the account as 
printed on page 313 of the Appropriation Accounts, The reason for this is 
that the latter accmmt contains some items which are conmion, or partly com- 
mon, to both sides — vide items 13 and 16 on the Dr. side and items 5, G, 7 and 8 
on the Cr. side. Item 16 on the Dr. side is identical with items 5, 6 and 7 
on the Cr. side, and I have, therefore, omitted these four items cnf irely. Item 
13 on the Dr. side is larger than item 8 on the Cr. side ; but it includes the whole 
of item 8 on the Cr. side, and I have, therefore, omitted the amount of item 8 
from both sides and have distributed the balance of item 13 among their proper 
heads of account, that is, the heads against whicli the exjicnditme is actually 
chargeable. 


I will now proceed to explain the actual difference of Ps. 1,31,307 ])ctwecn 
the increase in the deficit diuing 1927-28 as shovm in the budget account and 
that as shoAATi in the Profit and Loss Account. 


Deficit (luring 1927-28 . . 
Deficit (luring 1 02(1-27 . . 


Jnere:'?c in (lie deficit in 1027-28 over 102(>-27 


Accordirif' io 
Profit nml Lo.':s 
.f\ccount. 

.f\ecDrding to 
Budget 
Account. 


11“. 

rj,r,r,,007 

2,:)o,ri0!> 

in 

2.!8,}l-i 

l,r.r./>02 

21,2^“> 


DifTcrcncc 
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jv>:plrtiin>tion of tlic (lifTori.-nce Ih.'fweon thi* {igun‘> of (jcru it >5io\vn in fh.- 
’rojit and and Grant ncconnls rcsjjf-ctivfly : — 

n-. 

!. l)ili< rrncf fltu- to expenditure of ii Capital 
nature on “ Workn ” njipoarinu in full 
in the I’lUdL'ct, hut in rcpjxxd of which 
fuiiy depre-eiaf inn and intrTCJit nrc phown 
in the Profit and Lo?p account . . TfijltiS 

t’. Du. under Supj)lie-i and Service.*-- ll,21fi An iiupoitaiit faetor r< -ulf inu' 

in the--e ditTrna.ee^ i,-» a 

a. Do. under r.V)ntingeticics .. S.'h.H.'iO ' eimntro in the nictliorl of the 

prej'firntion of the Profu 
and Loks iieeuunt intro, 
dneed in !ft27-2'<. All ex. 
penditme on n'.-'.ef-^ was pre- 
vimiply tiv.'it"d .a*- ’Cajutal 
oiitlay ” Init from l!'27-2S 
it was lieeid'-d to tre.af 
article.' of furnittir.', etc., 
and apt) te-imieal eqnip- 
nient and njiparatiis eo'tinj: 

than U“. loo eaeli a® 
'■ Kevemie " exp- nditnre. 

In the neeoiiiils uf '■omc 
oruuni-atioii' the total hook 
X aiue of stieh a«--ctN oti I't 

.A])ril 1027 wa.s dehit*‘d to 
the Piotlt .and ho-- m e'Uitit 
of Jii27'2''. r- .tillina in a 
!.arj.’<r d.ehit than llm» tip. 
!" .xrJue ii! tin* fi Mil vr .><•. 
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Ks. 21,68,636 that is, by 11-6%. The purely departmental expenditure, 
however, increased by 9*5% only, the difference of 2% representing the in- 
crease of the Audit charges debitable to the Department, which exceeded those 
of the previous year by 37-7%. Thus, the increase of the Audit charges was 
relatively much greater than that of the purely departmental expenditure. 

There were no special reasons which operated so as to prevent a larger 
increase of revenue than that wliich occurred apart from the reluctance of the 
consuming Departments to utilize the Stores Department more extensively. 

Of the increase of expenditure, about 5% represents normal growth, due 
to accrual of increments in the pay of the staff, etc., leaving 4-5% attributable 
to the expansion of the Department. This increase does not compare unfavour- 
ably with the growth of revenue, namely, 4*4%. 

An examination of the accounts of the past four years shows, however, 
that there has been a stead}’- improvement of the financial position. The 
earnings have increased by 85% since 1924-25, while the increase of expendi- 
ture has been 69-8% only. The proportion of revenue to exjienditure has 
increased from 68-3% in 1924-25 to 74*4% in 1927-28. In other words, 
while we failed to recoup Rs. 31*7 of every hundred rupees of expenditure in 
1924-25, in 1927-28 wc lost only Rs. 25*6 on every hundred rupees of expendi- 
ture. If the Audit cliargcs are excluded, we recouped 81*8% of our expendi- 
ture in 1927-28 as against only 71*2% in 1924-25, which again goes to show 
that Audit charges arc rising in a higher ratio than our own. Tlie increase of 
these charges has resulted in setting back progress towards financial equilibrium 
to the extent of about 5%. 

The above results are deduced from the figures shown in the Profit and Loss 
Account wliich, as mentioned, exhibits the amount of revenue earned, not that 
actually realised. If we take actual realisations since 1924-25 into account wo 
find an increase of 97*5% as against an increase of 69*8% of expenditure 
inclusive of audit charges and 61 * 1% e.xclusive of audit charges. The increase 
of revenue during 1927-28 amounted to 6*3% as against 4*4%, on the basis of 
revenue earned. also find that there was a larger increase of the jiropor- 
tion of the recouped expenditure. In 1924-25 the percentage was 62 • 4 whereas 
in 3927-28 it was 72*6, that is, an improvement of 10*2% as against 6*1% 
calculated on the basis of earned revenue. 



Profit and Loss accounts and Budget accounts of the Indian Stores 
Department for the years 1926=27 and 1927=28 
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Profit and Loss accounts and Budget accounts of the Indian 


Dr. 




Profit 

and Loss account. 

Budget 

No. 

1 

Head of account. 

2 

1926-27. 

3 

1927-28. 

4 

Increase. 

5 

1926-27. 

0 



Rs. 

Rs. 

Rs. 

Rs. 

1 

To pay of officers 

5,91,534 

6,55,336 

63,802 

5,91,533 

2 

To pay of establishment 

5,23,082 

5,97,467 

74,385 

5,23,081 

3 

To allowances 

1,69,105 

1,77,028 

7,923 

1,09,106 

4 

To grants-in-aid 

2,136 

600 

—1,536 

2,130 

5 

To supplies and services 

51,431 

78,777 

27,346 

09,80-1 

6 

To contingencies 

1,16,772 

1,29,847 

13,075 

1,29,757 

7 

To petty construction and repairs 

14,408 

8,580 

—5,828 

91,851 

8 

To leave salary paid in England . . 

85,565 

47,614 

— 37,951 

• * 

9 

To pensionary charges . . 

86,674 

1,02,840 

16,100 

• • 

10 

To Government contribution to 
provident fund 

38,571 

38,540 

—31 

• • 

11 

To interest on capital outlay 

05,032 

04,067 

—905 

• • 

12 

To depreciation charges 

28,870 

25,153 

—3,723 

• • 

13 

To stationery and printing 

Total I. S. D. proper 

29,089 

47,800 

18,117 

• • 

18,02,875 

19,73,055 

1,70,780 

15,77,331 

14 

To cost of audit and accounts 

1,41,503 

1,94,981 

53,418 

1,22,080 


Total expenditure side . . 

19,44,438 

21,08,030 

2,24,198 

10,99,417 


Total receipts . . 

15,45,023 

10,13.029 

gs,cog 



Deficit 

3,99,115 

5,55,007 

1,55,592 

n 















Stores Department Jo, the pear?: ]920~27 and J927~2S. 


nccount, 

DifTt'nncr 

lu'twcon 

opUiinnr- 

102T-2S. Itioronst'. r» A- S. 


Tlc ntl of nrcounV. 


Frofil ntul nccount. 


1020.27. 1027-20. Tncrc-.nse. 


0,05,320 


1,77, 020 


03,002 


5,07,100 71.3S5 


—1,530 


87,091 18,130 

1,10,002 —10,705 

O.SoS —82,200 


1 (1) By rccnvcriiv! 

nn nccoijnt of 
ffcr, for (rp{«, 
in!;j)cctjons 

— 1 rtc., from f'ovt. 

Depts., Rnil- 
. . w.nVH, j^rivnte 

firms nml in- 
—0,210 tliridunls 


0,01,005 0,50,101 


-23,830 (2) By 1% Ins- 
pection chnrf'c. 2,07,580 2,30,008 

-70,108 (3) By 1% pur- 

chn.’^o clmrge. 3,08,800 3,73,010 — ' 

37,051 (1) By inkcelln- 

ncous rcocipls. 30,072 11,751 

-10,100 



• 1 •' 


—18,117 


-1,01,127 
— 8,895 


ToUl .. 15,15,023 1 0,1.3,020 08,000 

(5) By net loss 

for the year. . 3,09,115 5,.55,007 1,55,592 

—20,504 


18,13,693 1,14,176 —1,10,022 


19,44,438 21,68,636 2,24,198 


16,73,894 92,891 24,285 


2,39,699 21,285 1,34,307 
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APPENDIX Xin. 

Meniornnflnm Itimislicd by the Comnicrco Dcpnrtniont explaining the ^^ccss 
expendifnro incurred on tlio conversion ol the troopsliip “ Dufferin ” into 
a 'Training ship for the training of Indian boys ns dccli oKlcera. 

The Kcj)ort. of the Indian Mercantile Mnrj>\c Committee ^Yns submitted in 
March 1021. In chapter IT of their Deport the Committee recommended the 
establishment of a Training Ship in Indian wator.s atul they suggc.sted that the 
Doyal Indian Marino. Troojjship *' DnfTcrin which 'vas being disposed of in 
the interests of eronomy. .sliould he retained for this purpose and converted 
into n Training .Slnp whieli would he stationed at Bombay, The Committee s 
proposals did not, however, furnish .snfiioio.ni details to enable the. Government 
of India to fonmilate a definite scheme for the training of Indian boys as 
deck ofTiccrs. The Covornmet\t of India, therefore, decided to obtain the 
services of an expert from England to prej^are a detailed sclieme for th.c es- 
tablishment of a Training f^lii)! in Indian waters and thev seo.urod the assistance 
of Captain S], B. Snycr.'C.B.E., K.D., ICN.B., Captain Superintendent of the 
Training Ship “Worcester”, for tins purpose. Captain Snyer canm out in 
November 1925 and submitted n report on the 2Sth December 192o. After 
a careful and detailed inspection of the “ Dufferin ' he came to the conclusion 
that the ve.ssel was decidedly suit^ihlc for the jiurjK'.scs of a 'I raining Ship and 
that the cost of conversion would he moderate. He also prepared a rough 
estimate of the cost of fitting out the vessel as a Training Ship and this cstimato 
amount cd to Bs, 2,23,000; it was prepared (Annexnrc A) in consultation with 
the Director, Boyal Indian ^larine, who obtained the details from his Con- 
structor and Engineer, lie further suggested that Karachi would bo more 
suitable than Bombay for tiic location of the Training Ship. 

2, On the ]9th Jlarch ]fi2G, in connection witli Sir P. S. Sivaswami Aiynr s 
resolution regarding the need for tlie naniical training of Indians and the crea- 
tion of an Indian !Mcri;autile Marine, the Legislative Assembly accepted, in 
principle, the scheme for the c.stablishmcut, in Indian waters, of a Training 
Ship for deck officers. On the 25th i\Iarch 1920 the Director of the Iloyal 
Indian Iilarine was asked to prepare a detailed estimate for fitting out the 
“ Dufferin ” as a Training Ship on the basis of the recoimncndations made by 
Captain Saycr. He submitted a detailed estimate accordingly on the 17th 
May 1926, and this estimate amounted to Bs. 2,27,045. No question then 
raised of any purchase price to be paid by the Civil Department for the vessel. 
The Standing Finance Committee approved this estimate in August 1926, 
and the Legislative Assembly voted a supplementary grant of Bs. 2,00,000 
for the conversion, of the “ Duficrin.” on the 31st of the same month. The 
detailed estimate, amounting to Rs. 2,27,645 (Aimcxure B) w'as sanctioned on 
the 25th October 1926 and the Director, Royal Indian Marine was instructed 
(Annexure C) to take the work in hand. He was, at the same time, asked to 
inform the Government of India Avhat expenditure was likely to be incurred 
during the year 1926-27 and what provision should he made in the Budget 
estimates for 1926-27 on this account. On the 28th December 1926, the 
Director, Royal Indian Marine, reported that it was anticipated that an ex- 
penditure of Rs. 87,000, approximately, would he incurred during the financial 
year 1926-27 and that the balance would be expended during the next financial 
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year. Tiie Standing Finance Conunittee was informed accordint^ly towards 
tie end of January 1927 and a provision of Es. 1,40,973 (after allowing for a 
small rounding) was made in tlie Budget for 1927-28. 

3. In June 1927 it was decided that the Training Ship must be located 
at Bombay and not at Karachi. This decision was reached on the groimd 
that there was no dry dock at the latter place and it would be very expensive 
and also unsafe to tow the vessel to Bombay every second year for dry-dock- 
mg. The Director, Eoyal Indian Marine, was informed accordingly. 

4. A proof copy of Demand “ Ko. 45-Ports and Pilotage ” for the year 
1928-29 was received, through the Finance Department, early in Febniary 
1928, and it was noticed that a provision of Es. 3,50,000 "was included by the 
Accountant General, Bombay, in the Bevised Estimate for 1927-28 against 
the sanctioned grant of Es. 1,40,973 for that year. A telegram was at once 
sent to the Captain Superintendent of the “ Dufierm ” pointing this out and 
asking him to telegraph, after consultation with the Director, Eoyal Indian 
Marine, and the accounts authorities, the reasons for this large excess. On 
the 9th February 1928, the Captain Superintendent telegraphed as follows ; — 

“ Consulted Director and Controller of Marine Accounts. Director 
advises — Begins. Excesses due to change of port from Karachi 
to Bombay as ship’s draught had to be altered necessitating 
big radical structural alterations to hull also to long period of 
ship’s lay up which resulted in many unforeseen repairs duo 
to deterioration. Total charges have not yet conic forward. 
Approximate total Es. 3,50,000 correct against sanctioned 
estimate of Es. 2,27,045. Director addressing Government of 
India.” 

The further communication from the Director, Eoyal Indian Marine, 
promised in the above telegram was, however, not received, and on the 21tli 
Februar}’’ 1928, a re-appropriation of Es. 1,22,027 from other .sub-licads under 
the same grant was sanctioned, with the approval of the Finance Depart- 
ment, to meet the anticipated excess of expenditure on the conversion of the 
” Dufferin ”, over the sanctioned ' ^ 

arrived at as follows : — 

Total estimated o.xpoiiditurc 

*Exi)cndilurc during ] 926-27 

Sanctioned Grant for 1927-28 



grant; lor rue purpo.se. a.iu» ngiuo 

iis. 

.. 3,rA000 
Jis. 

S7,000 

1.10,973 2,27,973 


5. During the year 1927-28 sanction was also accorded, with tin* 
of the Standing Finance Committee, lot lie p.ayment of a huiu of Hr.. 

♦■Actual oxpfnditurt' during that j-car amounted, however, to Ks. r.r..411 
the Government of India were not apprised of thn fact at the tinni. 


approval 

I,25.(K5d 


on!v, I’uS 
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as the puicliase price of tlie “ Dufierin This - amount was also found by. 
leappropriation from other sub-heads under “ Demand No. 4:5-Port3 . and 
Pilotage 

6. As it was found possible to meet the anticipated excesses in expendi- 
ture on the conversion of the “ DuSerin ” by re-appropriation from the sanc- 
tioned grant under the same demand head, it was not considered necessary 
to approach the Standing Finance Committee in regard to the matter, but, 
as stated above, the approval of the Finance Department was obtained to the 
re-appropriations made. The necessity for the establishment of a Training 
Ship and for the conversion of the “ Dufferin ” had already been accepted, 
both by the Standing Finance Committee and the Legislative Assembly. It 
did not, therefore, appear to the Commerce Department that the items on 
which the additional expenditure had to be incurred, were of the nature of new 
services or required the specific sanction of the Legislative Assembly. It 
is a well known fact that in a work of this kind it is practically impossible to 
frame even an approximately accurate estimate until the ship has been entirely 
opened up in dry-dock. It generally happens that new defects which had not 
been anticipated at the time of the framing of the estimate are discovered as 
each portion of the ship is opened up, and the mending of these unforeseen 
defects necessarily increases the estimated cost of repairs. This is what ' 
happened in the present case ; and the Director, Royal Indian Marine, was 
asked to explain why the previous sanction of the G-overnment of India was 
not obtained to the increased expenditure. In his reply, with which he for- 
warded correspondence which had passed between himself and the Accoun- 
tant G-eneral, Bombay, he states as follows : — 

“ I understand it was my predecessor’s intention to report the niatter 
to the Grovernment of India and obtain approval for the extra 
expense, as stated in the telegram of 9th February 1928 from the 
Captain Superintendent of the ” Dufierin ” to the Commerce 
Department, but as the work progressed and fresh defects were 
constantly being discovered, it was considered advisable to 
defer the matter until a final decided estimate could be furnished. 
If the Government of India had been given an approximate 
estimate and the sanction awaited before the additional items 
of work were taken in hand, the completion of the vessel would 
have been seriously delayed.” 

Most of the extra expenditure incurred was on account of the additional 
work necessitated by the vessel having been laid up for a long period and the 
alterations necessitated by the change of the station of the ship from Karachi 
to Bombay. It was impossible to estimate correctly the amount of damage 
done to the ship by her long lay-up, and the change of location of the ship 
from Karachi to Bombay was decided upon after the original estimates had been 
framed. 

7. In footnote 2 on page 167 of the Appropriation Accounts it is stated 
that the total cost of conversion including purchase price of the ship (viz,, 
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Rs. 1,25,000) was Rs. 5,02,786. This amount is made up of the followiug 
items : — 


Rs. 

( 1 ) Expenditure on converaion during 1926-27 .. 55,411 

(2) Expenditure on the maintenance of the “ Dufferin ” during 21,413 

1926- 27 and 1927^28. 

(3) Pvurchase price of the “ Dufferin ” .. .. • .. 1,25,000 

(4) Expenditure on the conversion of the “ Dufferin ” during 3,00,962 

1927- 28. 


Total .. 6,02,786 


Items (2) and (3) above do not really form part, of the cost of conversion 
of the vessel. Item (2) represents the necessary recurring expenditure, on a 
care-taking party and supplies, which had to he incurred since 1924 when the 
vessel was taken over from the Royal Indian Marine. Item (3) really means 
the transfer of money from one pocket of the Central Government to another. 
The actual expenditure incurred on the conversion of the “ Dufferin ” is that 
given under items (1) and (4) above, namely, Rs. 3,56,373 against the original 
estimate of Rs, 2,27,645, i.e., an excess of Rs. 1,28,728 or 56*5 per cent. 

8. At the nieeting of the Public Accounts Committee held on the 17th 
instant, it was suggested that the Commerce Department, when sanctioning 
the original estimate, should have stipulated that the estimate should not bo 
exceeded. It is an established practice of Government Departments that 
expenditure on works should be limited to the sanctioned giant and the Director, 
Royal Indian klarine, to whom the work was entrusted in the case under re- 
ference, was expected to see that the sanctioned estimate was not exceeded 
and to obtain the necessary sanction of Government to additional expenditure 
if the sanction was likely to be exceeded. His reasons for not applying for 
an additional grant are given in paragraph G above. 



201 


•ANNEXURE A. 

Ettimate of non-recurring cost of fitting out tlie R.I.M.S. “ Dufferin ” as 

Training Sliip. 

Alterations and repairs as per estimate attached : — 



Labour. 

Material. 

TotaL 


Rb. 

Rb. 

Rs. 

Alterations 

30,160 

43,400 

73,550 

Reconditioning work 

26,662 

20,292 

46,844 

Overhead charges 

26,616 

12,738 

38,254 

Total 

82,218 

76,430 

1,58,648 

Electric fittings, etc., as per estimate attached 

11,000 

23,000 

34,000 


2,250 

3,150 

5,400 

Total 

13,260 

26,150 

39,400 

Awnings, running gear, fitting sails, yards, etc. 

» • 

• « 

25,000 

Grand total of non-recurring charges 

» • 

* • 

2,23,048 


N.B , — ^There mil be some returns on stores, etc., and arisings but no allowance for this 
Ixaa been made in tbe estimate. 

The estimate includes the provision of additional furniture for cabins. 
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No. 

Description of 

Report and 
Recommen- 

of 

Alterations and 

dations by 

Item. 

Additions. 

Dockyard 



Officers. 

1 

2 

3 



Labour. 



Total 

In- 

dian 

Esti- 

mate 

(Cols. 

7 & 8). 


On Orlop and Troop 
Decks . — Fitting of 
Gymnasium on 
Orlop Deck. Modi- 
fication of Troop 
Decks for Class 
Boom and Messing 
Spaces. Alteration 
in Hospitals and 
Family Quarters to 
provide 100 sleep- 
ing berths and 
Tvash places. 

On Main ’Deck. — ^Al- 
terations for Cap- 
tain’s Sleeping 
Cabin, Drarving 
Room and Dining 
Room. Alteration 
to 2nd Saloon for 
Executive Officers 
Mess & Sitting 
Rooms. Alteration 
to existing cabins 
to provide 3 largo 
cabins including 
provision oi neces- 
sary furniture. 

On Spar Deck . — 
Smoko Room to bo 
fitted as Class 
Room. 

On Boat Deck. — Al- 
terations to provide 
Captain Deck Sleep- 
ing Cabin, Indian 
Schoolmaster's Sit- 
ting Room. Hospi- 
tal for Cadets nitb 
10 berths, complete 
•n-ith Dispensary, 
bath and W. C., in- 
cluding nccc.ssary 
furniture. 


1. Neces- 
sary a 
stated. 


10,850 9,600 28,450 


2. Neces- 
sary as 
stated. 


0,000 10,350 


3. Neccs- 
sarj' I 
stated. 


4. Ndccs- 
sary as 
stated. 


90 SOS 


5,400 9,750 


{a). 


Mate- 


rial 

(6) 

Eu- 

Grand 

rope 

Total 

Im- 

(Cols. 

port- 

9 & 

ed 1 

10). 

direct. 


1 

7 

8 
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Description of 
Alterations and 
Additions, 


Report and 
Reconunen- 
dationsby 
Doclsyard , 
Officers. 


Yards 60 ft. and 40 
ft. to be provided. 


5. Neces- 
sary 
stated. 


Estimated cost (o). 


Labour. 


Mate- 

rials 

pur- 

chas- 

ed 

lo- 

cally. 


Total 

In- 

dian 

Esti- 

mate 

(Cols, 

7 & 8). 


Mate- 

rial 

Eu- 

rope 

Im- 

port- 

ed 

direct. 


{&) 

Grand 
Total 
Cols. 
(9 & 
10 ). 



6 Boats. — Rene-wals or 6, Neces- 14,600 
repairs of — sary as 

2 28' Cutters. stated. 

2 27' Montagu 
Whalers. 

1 30' Montagu 
Gig. 

1 30' Motor 
Cutter. 

1 3S' Life Boats. 


9,600 24,100 


Beconditioning Work. 7. Neces- 
sary 

Dry docking Vessel, stated, 
cleaning and coat- 
ing bottom. 

Cleaning aU double 
bottoms and fresh 
■water tanks. 

OverhauUng Sani- 
tary and Ereah 
Water Services in- 
cluding hand 
pumps. 

Overhauling galleys, 
latrines, W. Cs,, 
bathrooms, etc. 

Scraping fiddleys, 
casings, gutter-ways, 
underside of Boat 
& Bridge Decks. 

Cleaning chain look- 
ers, testing chain 
cables. 

Cleaning all bilges. 

Painting topsides, 
weather works. 

Orlop, Ti'oop, Main, 

Spar and Boat 
Decks. 

G^lldng Orlop, 

^oops and Main 
Decks. 


38,500 18,240 66,740 
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No. Description of 

f of Alierations and 

Xiom. Additions. 


1 2 

8 Ttto Paraffin Motor 

Driven Dynamos 
from Store to be 
fitted on board, 
entailing the re- 
moval of 3 Existing 
Steata Driven 
Dynamos, to pro- 
vide Fresh Water 
Cireulating fifotor 
Driven Pomp com- 
plete vith suction 
and discharge pipes 
and connections, 
and to adapt exist- 
ing switch-board 
and running mains 
for same. 

9 lifo tor Dri von Contri - 

fiigal Pump for 
General Service, 
diameter of Inlet 
3.i', to bo fitted on 
board, entailing ro- 
inoval of present 
steam ])unips, al- j 
tcrations to suction ' 
and disehargo pipes, ' 
etc. I 

10 ^iotor Drivcji Con- , 

Iriftignl Pump for 
fresh water, diame- 
ter of Inlet '2V, to 
be fitted on board, 
entailing removal 
of jiresenl steam , 
pump, alterations 1 
to .suction and dis- | 
cbaigo pijte.'!. I 

11 AUoralions and ad- i 

difions to olootrio j 
■wiring ns ncce.s^ary i 
to suit structund 
alterations and 
making good de- 
fect*' iu .spaces wliioh 
will be utilised and 
rendering J.de eir- 
cuits ivi longer re- 
<juire<l, arid any 
other eontinpent 
work to Indl, etc., 
in connection with 
fitting Dynamos, 
Pnm;is,ete. 


Report and 
Recommen- 
dations by 
Doclfyard 
Officers. 


Estimated cost (a). 


Mate- 

Total 

Mate- 

' 



rials 

In- 

rial 




pur- 

disa 

Eu- 

Grand 

No. 

Labour. 

chas- 

Esti- 

rope 

Total 

of 


cd 

mate 

Im- 

(Cols. 

Item. 


lo- 

(Cols, 

port- 

9 A 



cally. 

7& 8). 

cd 

direct. 

10). 


4 

5 

6 

7 

— 

8 

9 


9. Neces- 
sary as 
stated. 


480 0,353 13,200 19,613 8C.E. 
120 845 420 1,205 E.E, 


9. Ncccs- 2,320 

sary as 
stated. 320 


240 2.560 -l.'hlO 7,000 9 O.R. 

CO 3SG 300 7‘IC Ik E. 


10. Nt'ce.s- 
snry ns 
stated. 


' 2,.'>Wi 3,tHtO O.IO^ 10 C, 11’ 


38G ’.hit! 


710 K. R. 


11. Ne-es. 2.175 

sary as 
stated. 1.33.7 


ii I 2.0.'.' 3,73.' C. 1*. 11 

a I 2 . 3 im 1,020 4,2fi,7 K. K. 
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1 



Estimated cost (o). 

1 


Report and , 


Mate- 

Total 

Mate- 

(b) 


■I 

Description of 

Recommen- 


rials 

In- 

rial 

No. 

11 

Alterations and 

dations by 


pur- 

dian 

Eu> 

Grand 

■I 

® Additions. 

Dockyard 

Labour. 

chas- 

Esti- 

rope 

Total 

of 



Dfficers. 


ed 

mate 

Im- 

(Cols. 

Item. 

II 




lo- 

(Cols. 

port- 

9 & 


1 




cally. 

7 &8). 

ed 

direct. 

10). 


1 

2 

3 

4 

6 

6 

7 

8 

9 

1 

Foremasi ; — Fore 

12. Neces- 

1.232, 

720 

1,952 


4,952 

12 


shrouds to be cut 

sary as 








down 14' Jacob’s 
ladders, ' futtoch 
shrouds, fore top- ^ 

. mast shrouds, top- 
mast back stays 
No. 2 topmast fore 
stays No.- 2, lifts, 
stays, foot ropes, 
and braces on lower 

stated. 

; 







and topsails yards, 
clew garnets, reef 
tackles, buntlines, 
leach lines, sheets, 









and tacks for sail 
to be made. 









Lower and topmast 









shrouds to be rat- 
tled down. 








3 

Main Mast ; — -All 

13. Neces- 

334 

240 

674 


1,174 

13 


standing andrunn- 

sary as 








ing rigging taken 
down (scrubbed), 
all seizings on spli- 
ces and turn backs 
to be renewed,- 

stated. 

- 







main shroud to be 
rattled down,' wire 









jumping ladder to 
Ijo renewed, all 









bottle screws cased 
up, white leaded 
and tallowed over, 
and covered with 









canvas. 








L4 

Awning ridge ropes. 

14. Neces- 

290 

210 

600 

£0*0 j 

lyiOO 

14 


All to be renewed. 

sary as 
stated. 




j- 



15 

Boats davits, guys 

15. Neces- 

290 

180 

470 1' 

dCC ' 

1,070 



and fore and afters 

sary as 




J 



to be renewed. 

stated. 




s 

1 

f, 


16 

Sending aloft new 

IG. Neces- 

362 


-ttJT : 


7'^ : 



fore topmast, lower 

eary aa 


• 


i 




and topsail yards. 

stated. 




I 



17 

Awning set. Ship’s 
sails 3 No. 

17. Neces- 
sary as 

4,821 



11400 •' 





stated. 

■ ■ 


i 





Total Rupees . , 

• * 







The total amount in- 






eludes overhead 
charges. 
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AN^sTDXXIRE C. 

. { 

. I 

Letter to the Director, Royal Indian. ]\ lARrNE, Xo. 238*S. (35), dated the 

25th October 1926. 

I am directed to convey tlie approval of tlie Government of Ii^dia to the 
detailed estimate (Alteration List No. 28, dated tlie 13tli May 1926) for 
Bs. 2,27,645 wMch. was forwarded with your letter No. 2803-T., dated the 17th 
May 1926, for fitting out the “ Dufierin ” as a training ship. ; 

2. The work of converting this ship into a training ship should accordingly 
now be taken in hand. A provision of Bs. 2,00,000 has been made for this 
work in the current year’s budget under the head “ Ports and Pilotage ”. 

3. I am to request that the Government of India may be informed at a 
veiy early :date what expenditure it is anticipated is lilrely to be incurred dming 
the current financial year, and what provision should lie made in the budget 
estimates for 1927-28 on -^is account. ' 
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APPENDIX XIV. 

Memorandum furnislied by the Financial Commissioner, Eailways, regarding 
the preparation oi estimates and control oyer expenditure. 

, The present rules provide that the sanction of the Eailway Board is neces- 
sary — . . ' 

(1) to expenditure on the construction of new lines ; 

(2) to expenditure on open line works when the total capital cost exceeds 

1 lakh of rupees, though if it is included in the budget sanctioned 
by the Eailway Board the Agent can sanction expenditure np to 5 
lakhs of rupees provided that no excess of more than 20% over 
the cost entered in the budget is involved. For other expendi- 
ture an estimate should always be sanctioned by the Eailway 
Board. 

2. The sanction of the Eailway Board is required to expenditure in excess 
of an original estimate sanctioned by the Eailway Board when the excess is 
more than either 1 lakh or 10% of an original estimate, and to expenditure in 
excess of a first revised estimate or second estimate so sanctioned when it is in 
excess of more than Es. 10,000 or 5% and to any expenditure in excess of a 
second or subsequent revised estimate sanctioned by the Eailway Board. 

3. The Eailway Board introduced in 1922 the system of sanctioning on 
abstract estimates works estimated to cost more than 18 lakhs and not expected 
to be completed within three years. The Eailway Administration concerned 
submits for administrative approval a narrative report describing the proposed 
scheme as a whole and giving a general approximate estimate of the cost by 
works and approximate allocation between capital and revenue verified as far 
as possible by the Audit Officer. On receipt of the general or administrative 
sanction to the scheme as a whole, detailed estimates for works would be pre- 
pared and submitted as and when required for proper financial sanction. The 
reason for the introduction of this new procedure was that an attempt to pre- 
pare plans and estimates in full detail in such cases at the outset resffited in a 
great amount of detailed work being performed which was ultimately wasted 
owing to the fact that as the work progressed circumstances changed and prices 
of materials varied and it might be found necessary to modify the scheme in 
detail and cost long before it reached completion. 

4. The general rule is, however, that no expenditure is incurred on anv 
work except in matters of grave urgency before a detailed estimafe is sanctioned 
by the competent authority. 

6. In the case of new constructions, sanction is given b~ the Sa£hr;x 
Board or higher authority on consideration of the traffic ^rey an arsnnSr 
estimate of the cost of the line. After sanctfon to the ahstra^ — -ur-i 

accorded the Eailway Administration proceeds to mferrahe ih- 
survey and with the land acquisition. Orders are rnenrsen he'fsren 
it quite clear that detailed estimates should t-erremrec sinmh;' - ^'-r- 
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final location survey and submitted to the Railway Board for approval before 
construction is started. 

Control over expenditure. 

From the commencement of work a review showing the financial position 
at the end of each quarter is submitted to the Railway Board. This review 
shows the actual expenditure already incurred verified by the responsible 
Accounts Officer and the estimate of the Engineer-in-Charge of the consteuction 
of the further outlay required to complete it. Any large excesses anticipated 
are explained briefly, and if it is considered that a revised estimate should be 
submitted for the sanction of the Board, the date of the submission of the revised 
estimate is stated. The rule is that no expenditure or liability should be in- 
curred on any work which introduces a material modification of the project 
as sanctioned by the Board without the prior sanction of the Board, and En- 
gineers are held responsible for bringing to notice any reasonable probability 
that an estimate will be exceeded. 



APPENDIX XV. 


Note fumislied by the Finniicial Conuiiissioner, Railways, explaining the figures 
in paragraph 30 ol the Appropriation Accounts oi Railways in India for 
1927-S8. 

The Public Acco\inls Committee wanted me to give an oxidanntion of the 
fact that in the figures shown in paragrajih 30 of the Apiuopriation Report the 
surnh’-s jirofits in certain cases diminished simidtaneously with the. increase in 
nett receipts. The main reason is that surplus profits paid in any year arc 
based generally on the results of tlu^ previous year ; in .some railway.s liowcvcr 
(Assam Bengal Itailway and itohilknnd and Kumaon Railway), where surplus 
profits are payable half-yearly instead of annually they would be based on the 
results of the last half year of the jirevious year and the first half 3 'ear of the 
current rear. It will be ob.served that in all thecase.s referred to, an increase 
in nett receipts in anj* year over the preceding 3 'ear corresjionds to an increase in 
surplus profits in the following 3 'car, r.//., on the Bengal Nagpur Railwa 3 ’' the net 
receipts for 1920-27 exceeded those of 1925-20 1 ) 3 ' 3!>,i0 and the surjilus profits 
for 1927-28 exceeded those of 1920-27 bv 1,80. 

The figures under ‘ all other rnilwn 3 's ’ require a little analysis before the}^ 
can be explained. The figures of Compan 3 '-mnnagcd Railwa 3 ’.s arc as fol- 
lows ; — 


■Rail\ray. 

Net rect'ipla (Omsa rcccipt.s lc.«s 
working ox|>enBe,s butcxchid- 
ing surplus pn)lits). 

1 

Payment on account of share of 

1 surplus proiit.s and of not 

revc'inio receipts. 

1020-2(5. 

H9 

1027-28. 

[ 

io2r).2n. 

1020-27. 

] 027-28. 

Assam Bengal 

75,50 

80,30 

07,.35 


2,10 

4,04 

B. andN.W. 

05,83 

1,01,80 

00,45 

4,70 

. . 

5,25 

R. and Iv. 

10,50 

1 

17,40 

20,07 

00 1 

j 

1,30 

1,50 

Total 


•• i 

1 

1 

1 

5,00 

3,40 1 

10,85 


No pa 3 ^ment is shown against the B. and N. W. Railway in 1926-27, as 
from that 3 '^ear a revised procedure b}" which the profits of the year are charged 
ofi in the accounts of the following year were introduced. The former proce- 
dure on this Railway was to charge it in the account of the year to which the 
profits related. 


HeiCPBKnD 
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APPENDIX XVI. 

Statement furnished by the Financial Commissioner, Railways, of Lines con- 
structed and started for construction under Guarantee from Local Govern- 
ments and District Boards. 



S. Tcnglr.-Bchiri P.nilr.-AV 
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APPENDIX XVn. 

Memorandum iumislied by the Financial Commissioner, Railwajra regarding the 

present arrangements lor sleeper purchases by railways. 

The Public Accounts Committee desired a memorandum to be prepared 
for them regarding the present ati-angements for sleeper purchases by rail- 
ways. They ^Yantcd information particularly on the following points : — 

(1) the procedure by wliich railwaj’.s take over slccpcns from con- 

t.ractors ; 

(2) the safeguards adopted so that the sleepers cannot be changed after 

having been passed ; 

(3) whether public tenders are called for in sleeper cont racts and what 

security is taken ; and 

(4) the old and new .sy.stems of passing sleepers on the North Western 

Railway. 

There are 5 Sleeper Groups, the Northern, Central, Terai, Eastern and 
Southern. 

The average annual number of sleepers purchased by each group is ; — 

Northern Group . . . . . . 14,00,000 B. 6. 

1. 00. 000 M. G. 

Central Group . . . . . . 4,o0,000 B. G. 

1.75.000 M. G. 

Terai Group . . . . . . 3,50,000 j\I. G. 

Eastern Group , . . , . . 0,00,000 B. G. 

3.50.000 M. G. 

75,000 N. G. 

Southern Group . . . . . . 1,50,000 B. G. 

2.00. 000 M. G. 

The Northern Group deals with about 50 per cent, deodar and 50 per cent, 
soft woods which are treated at Dliilwan. The majority of this comes from 
Kashmir and other Indian States. 

The General Group deals with sal from Nepal and about 60,000 M. G. sal 
from United Provinces Govermnent forests. 

The Terai Group deals with sal from United Provinces Government 
forests. 

The Eastern Group deals with all sal, 80 per cent, from Indian States and 
20 per cent, from Government forests of Assam, Bengal, Bihar and Orissa and 
the Central Provinces. 

The Southern Group deals with teak and mixed South Indian hardwoods, 
about half from private and State forests and half from Forest Departments 
of Bombay and Madras. 

As regards the safeguards adopted to prevent the changing of sleepers 
after passing, the forest or Railway officer examining i he sleepers is supphed 
with a railway marking hammer. This is kept in his custody . and he marks 
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tlie passed sleepers, rrliicli are then kept in custody till despatched. As soon 
as possible after the sleepers are passed they are despatched to dest nation 
and are there taken over and checked by the leceiving railrcav wliich is due 
course reports the receipt of the sleepers. 

Public tenders are called for in all c^^es except for supplies from Forest 
departments when arrangements are mad^iifect either by the Eaiiway Board 
itself or by a Sleeper Group with the approval of the Railway Board. 

Security is always taken except in cases where there are direct arrange- 
ments between the Forest department and a Sleeper Group. Security of 
2 per cent, on total value of contract is taken by the Vor/7(crn Group. This is low 
probably because a period of 18 months to two years generally elapses between 
the placing of the contract and the supply of the sleepers from remote forest 
in the Himalayas. In other groups security varying from 5 per cent, to 10 per 
cent, is taken and full pa^unent for the sleepers is ])ot made until a clear receipt 
is given by the receiving railway. 

As regards the old and new methods of passing sleepers, the Agent, North 
Western Railway reports as follows : — 

“ Under the old system of passing sleepers only 10 per cent, of the tot.al 
consignment w*as inspected and classified under : — 

(1) First class sleepers. 

(2) Second class sleepers. 

(3) Sernceable sleepers. 

(4) Rejected .sleepers. 

The whole consigmnent was accepted at specified rates if the first class sleepers 
were at least 85 per cent, of the total and the rejected .cleepors le.rstlian 5 per 
cent, of the total number. 


Under the new system sleepers are ordinarily insjK'cted one by onf hut 
the railway reserve the right to inspect and classify 50 jhu- cent, of tlic total 
sleepers in the case of ordinary contracts and 20 per cent, in the cas*- of 5 year 
contracts and applv the results of this perceut.age inspection to the remnindor. 

All sleepers have to be first class e.xcept in the case of deodar s!e< jiers wieut 
2nd and .3rd class sleepers np to a ma.vimum of ]21 jeu cenr. of tise total sludl 
be accepted provided the percentage of :5rd cl.'C'-s .^I'-ejier.s do<H ne,: e:;r-. ed 3 
per cent, of the total and of broken au.d rejected ] per ecut. of t e tof.ii ct ojie 
passing. 

Broh'CU and rejected sle'‘per.~ are not aecetUe-d niid. v iieu lorelirfg th*- nii’ 
inspected copers all broken and rejected sieej>.-rs have to i,'e repla- xi ar.-oolinu 
to the classification arrived at by the pererrit.iue in-p -ctio!:. 

As reported in this office hdrer 8-W;12 c.f I’irt F>'b;iuit c !fi2',n!:ee:d' } ‘.»- 
liad been worked for .several years with good Ibd in \ iw of r: 

ration in the i,f;>nd.ard of deodar .‘deep*‘n'' in r(r“nt yt-ic^ ars'i m <*'• tOf 
that we li.ave lu-eti juirelsasint: iarue quant ;ti‘ s cU roft . 5, . v; a 

showed greater variation in duality thnurhc^la.r it Icc- b - -neor.o.l. rw> .'l yr' 
to insju'ct n l.rruer ])ereentage of sl-.-eja rs tn tl.oueh tic oi' p' • t.'.e. - 
are tbcrebv subst.antially 
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Memorandum fumisbed by the Financial Connnissionei', Railways regarding the 
brick factory constructed by tbc B. N. Railway Administration. 

Tlic Public Accounts Committee desired me to give them a memorandum 
on the brick factory constructed by the Bengal Nagpur Railway Administration 
and referred to in paragraph 1-t of the Annexure to the Appropriation Report 
on Railways for 1 027 -‘2k The following is based on information supplied by the 
Bengal Nagpur Railway. 

2. Owing to the shortage and higher cost of labour, and the inferior bricks 
produced by the local coutraelors. as well ns the high cost and heavy hrakages 
of tiles purchased at a distance, it was decided hy tbc Agent, Bengal Nagj)nr 
Railway in 1022, that it would be advisable for the Railway to have a brick 
and tile factory of tlioir own situated in tbc vicinity of Kharagpur. 

3. The work.s then uirder contemplation were the new Bazaar and Settle- 
ment, the extension of the Loeomotives, Carriage and Wagon Shojxs, stores 
building.s and extra quarters at Kharagpur: also works at .-Vnara, Adra and 
Tatanagar ; the .strengthening of the I'K'clyn Bridge, the possibility of doubling 
the line between Tatane.gar and Kharagpur and the lining of the new tunnel 
at Saranda. 

4. Tile factory contemplated was to have been capable of turning out 
11 million bricks, 2 lakhs of roofing tiles and 3 lakhs of flat tile.s per year, and 
it was estimated that at the output, for which the factory was designed, 
and allowing for depreciation, the press(*d brides would cost Rs. 14 per thou- 
sand at the factory as against Rs. 14-8-0 then being paid for 1st class bricks 
at the brickfields ; and tliat roofing tiles and flat tiles would cost the same as 
was being paid for tiles obtained from outside sources. 

5. The factory was in due course comjdctcd early in 1025 at a Capital 
cost of Rs. 4,91,955 as against tlie estimated figure of Rs. 4,59,432, the excess 
being in the main due to cost of Electrical Plant, the kiln, and water supply. 

6. Unfortunately man}’^ unforeseen difficulties occurred in connection with 
the initial v,^orking of the factory, which took considerable time to overcome. 
The StaSordsliire Kiln took mncli longer to dry out than anticipated, the con- 
sumption of coal, particularly in the initial stages proved greater than estimated, 
and the outturn could not be worked up to. Finally the Brick Expert became 
seriously ill and had to resign his appointment. 

7. At the same time, several of the works, such as the buildings at Anara 
and doubling of the line between Tatanagar and Kharagpur for which the bricks 
were estimated to be required, and which were amongst the reasons for erect- 
ing the factory, were curtailed or entirely stopped. It was then evident that 
it would take much longer than 5 years to work ofi the depreciation allowed in 
the estimate and that as the result of the restricted outturn, the cost of the 
bricks would greatly exceed the estimated figure. 

8. In spite of these disadvantages, a very good class of both pressed bricks 
and hand moulded bricks burnt in the Staffordshire Kiln were ultimately pro- 
duced which were used on the strengthening of the Evelyn Bridge the lining 
of the new Saranda Tunnel and the Khorkai Bridge at Rairangpur, the 
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Carriage and Wagon Shops and quartets in the New Settieinent at Kharagpur. 
The Administration reports “ after allowing for depreciation at Us. 2-S-O 
per thousand, the average cost of the bricks turned out from the factor}’ from 
the^ start up to the end of August 1928 works out to Es. 38-2-0 per thousand, 
which, although 2f times the estimated figures, is no very exorbitant cost 
when one considers the average quabty of the bricks produced. It may be 
mentioned that the cost of blue bricks used on King George’s Dock in Calcutta 
‘ is between Es. 105 and Rs. 127 per thousand. Admitting that the pressed 
bricks made at the Gokulpur Factory are not as good as a blue brick, still both 
the pressed and the hand moulded bricks made in the Factory are greatly 
superior to anything else obtainable on the Railway. When one realises 
the importance of works like the Saranda Tunnel and the Evelyn and 
Kliorkai Bridges it will, it is felt, be conceded that only the best material pro- 
curable should be used to ensure against disaster in the future.” 

9. As the parts of the works which required the specially hard pressed 
bricks are completed it has been decided to retain a portion of the factory 
for producing hand moulded bricks biurnt in the Staffordshire kiln, giving an 
outturn of 4 lakhs of bricks per mensem throirghout the year. Tlic.so hand 
moulded bricks arc reported to be not only superior to the bricks produced by the 
contractors, but, after the disposal of the surplus plant not required for iwnd 
moulding, and rvith the writing down to present market value of the plant and 
buildings to be retained, to be cheaper than contractor’s bricks. 

10. The Railway Administration claims two great advantages obtained 
by the possession of this brick factory : (f) bricks can be successfully manutac- 
tured during the monsoon months, when contractors arc unable to manufacture 
at all ; and {ii) the qualit}’ and price of bricks can be controlled. It ia 
stood bricks of better quality can be produced at an average cost of Ks. M-l-* 
per 1,000 against Rs. 15-2-0 for contractor’s bricks in the fine weatiier onl}. 

11. The Railway Administration propose that as the factor}' was .specially 
constructed for the purpose of supplying high class bricks for certnin^ dc uu c 
capital wmrlvS, tbc cost of running the factory should be a direct debit to te 
capital wmrks to w'hich these brides were issued. This question is at pri.'-cn 
under the consideration of the Railway Board. 
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APPENDIX XIX. 

♦Memorandum furnished by the Army Department showing how fur 
the Army is utilising the services of the Indian Stores Department 
in the purchase of stores. 


During tlie past three years, purchase orders of aggregate value as under 
have been placed vrith the Indian Stores Department by Ihe Contracts Direc- 
torate : — 


1926- 27 

1927- 28 

1928- 29 


Rs. 

.. 23,66,000 
. . 60,13,000 
... 73,61,000 


In addition to the above, the Indian Stores Department purchase the re- 
quirements of the Military Engineering Services and the Royal Indian Marine 
on indents placed direct by these Services, 

The total orders placed in 1928-29 on the Indian Stores Department by all 
Branches of the Army and the Royal Indian Marine (rrho are frrirded in the 
Army Budget) aggregated Rs. 1,32,75,000. This sum represenT* more th.in 
one-third of the entire orders placed on the Indian St<?ze- Der-srrment during 
1928-29. 

2, The stores purchased by the Indian Stores Doirrmerr or behalf of 
the Army comprise textiles, engineering and riemrirri --rr-s. motor aooo": To- 
ries, fuel oil. Royal Indian Marine Dockyard rerrmsmemT end m.:.-/:e;Leneo':.' 
stores. 

The Contracts Directorate purchaser frodmrrir rm rrer s.rd 
aviation and motor fuels, lubricating amdmzmmrmZs oodr:-, r.'de;" V*' m 

stores, metals, chemicals and esph^sE- zt'Jrlzz mato’"'- '' ; md~ 

cellaneous stores. 


3. The Army policy is to cmrrii dL 
their disposal and orders are zi^zzef zz 
Chief Mining Engineer, Ra2-^d^ Zosrd. ■ 
strument Office, etc., as aziiz^sz smrml 
bearing in mind that all -pzrJkss: izffzz 
of peace are merely tj or ms — — 

in greater volume of ir-rrmemZHmsrm ^ 






♦This is a 

"within the time sr^ 
tour. 
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4. As regards medical stores, in tlie absence of a Drugs Act in India, it is 
considered that it would be injudicious to transfer an experienced well-cquij)])ed 
purcbasing agency from tbe direction of the Director General, Indian Medical 
Service, to tbe administration of the Indian Stores Department, althougli it is 
contemplated that eventually, when conditions are more suitable, the provi- 
sion of medical stores might well come within the scope of the Indian Stores 
Department. 
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APPENDIX XX. 

Report of the Sub-committee of the Public Accounts 

Committee. 

We were primarily appointed to investigate such of the cases referred to in 
the Annexure to the Beport of the Accountant General, Railways, as have not 
been investigated in detail by the full Committee, and after dealing with these 
cases to investigate any other cases arising out of the Appropriation Accounts 
of the Railways in India which the main Committee have not been able to 
examine in detail. The main Committee also desired that we should endeavour 
to ascertain what lessons can be learnt from the special cases which we are to 
examine and in particular should consider the bearing of such lessons on re- 
commendations on the points mentioned in the list below which the main Com- 
mittee may make with a view to preventing in the future the sort of financial 
irregularities which have occurred in the cases referred to : — 

(1) mcreasing the Government Examiner’s staff and the extension of the 

Scope of the Government Examiner’s audit ; 

(2) altering the status of the companies’ auditors, to see whether it is 

possible to get them to co-operate with the examining staff more 
than they do at present ; 

(3) whether, ef&ciency has suffered from a tendency to differentiate 

between officers and subordinate staff as regards disciplinary 
action ; 

, (4) the control by the Railway Board over company-managed railways ; 
and 

(5) the procedure followed in the framing of estimates for new capital 
projects and control over expenditure after their sanction. 

2 . W e'have accordingly investigated all the cases mentioned in the Annexure 
to the Report of the Accountant General, Railways, and have also examined 
all the points mentioned in that Report which were not dealt with in detail by 
the main Committee. We held three meetings and the detailed proceedings of 
the meetings are attached to this Report. Our comments on individual cases 
investigated by us are contained in the proceedings of the meetings and we 
have not considered it necessary to repeat them in the body of our Report. 
The Auditor General and the Director of Railway Audit were present at all the 
meetings and were of great help to us in our investigations. 

3. In view of the serious irregularities which have been brought to our 
notice and in view of the opinion of the Auditor General that he is not at all 
Satisfied with the present scale of audit on company lines, we consider that the 
system of audit on company Knes should be strengthened, the actual details 
being settled by the Government of India in consultation with the Auditor 
General. We are' very strongly of opinion that the decision on the question 
should be expedited. 

4. The report of the Accountant General discloses a very serious and 
chaotic state of affairs regarding the stores accounts on the East Indian Rail- 
way and we consider that very stern action is necessary in order to set it right. 
We underst and that the Controller of Railway Accounts has already taken the 
matter in hand and we desire that a special report on the situation should be 
placed before the Public Accounts Committee next year. 
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The state of affairs which was discovered when this Railway was taken 
over by Government is, we think, one of the strongest arguments in favour oi 
tne extension of the system of audit on company lines. 

^l^^t in a number of cases the explanations given to us by tlie 
Railway Administration are entirely different from the facts mentioned in the 
Accountant General’s report. This may be due either to a lack of co-operation 
between the Government Examiner and the Company’s Auditor or other causes. 
The existence of such discrepancies makes it extremely difficult for the Com- 
mittee to exercise its function of conducting an impartial examination into al! 
cases. "W e therefore suggest that the question should be carefully investigated 
by the Auditor General in consultation with the Railway authorities, and a 
report submitted to the Public Accounts Committee next year. 

W e are informed that the Chief Auditors on Company lines do not at pre- 
sent report to the Railway Board all serious irregularities detected by them 
and that the Railway Board is now trjung to change the present procedure, 

6. In the case of some of the iiTegularities brought to oin notice in tli^ 
Accountant General’s report, we found that while sufficient disciplinary action 
was taken against the subordinates concerned, the senior officers v.-erc Jet off 
either scot-free. or only with a censm’e. AYe think that efficiency is bound to 
suffer by such differentiation and the Railway Board should therefore sec tliat 
proper disciplinary action is taken also against the senior officers rcspon.‘?ibIe. 

7. We have gone through the memorandimr furnished by the Financial 
Commissioner, Railways, regarding the preparation of estimates and control 
over expenditure. We agree that the juesent rules arc adequate and that the 
irregularities noticed in the Accountant General’s report were duo to the non- 
observance of those rules. The Railway Board should consider what steps 
should be taken to see that the rules are observed more carefully in future. 


8. A very large number of irregularities brought to our notice in the report 
on the companies’ lines leads us to believe that the financial control o.xoroisccl 
by the Railway Board over company-managed liiuis i.s not adequate. Yc 
recognise that the control in the case of company-managed lines cannot ke 
the same as in the case of State-managed lines but, even after malring due 
allowance for this, we are not satisfied that the Railway Board lias oxarcised 
much financial control as it could under the existing contracts, Y c coiisK-cr 
that the Railway Board should exercise a stricter financial control over the 


company-managed railways. 

As regards the serious irrcgxilarities on tlie Bengal K'agi)ur Railway, wo 
understand that a comprehensive letter lias been addressed to the t.V)rup:sny hy 
the Railway Board which will be considered by the tnain Committee. In the 
circumstances, we refrain from making any comments at this stage. 


The JGfh Scpicmhrr W20. 

•Hiil'jeet ta t!ic> follrtwinr; : — 
(n) (ho xvon:i '‘fneio" in 


K. C. NEOGT. 

B. DA8. 

S. 0. MITR.V, 

.VBDUL ,Y..iTiN aiAumruu'i 
H. A. -T. GIPNKY/ 


p:\ra. a j'hotiM ** iho'*' * 


{/,) in gftra. f. " ():« wnl “c-rtyin .‘hotj!:! 

(r) (ho last «nb-ti!iracraph «ho^^!^l h*- ontitsorl. 
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1. Mr. I'l:'!.- -' -t af (l.t- Ar.r.r- urr.- chi.'; MniUf jaV with tho 

I'l'iiriisc'-r ’.vlut hre^ kcl i<y <li''mi!’ '^l fmm M'rvic<\ 

It i,« undcri-t'Kvl th.- Di; trict I'.su'iiic. r \va'= ii!i i.nic'-r v. !;hnut im;cli cxjx’ric.ico 
and it, wa« n rci-nilt of thi-'. that t!ic in. ^nihirit v wn.'- not j-nrlit-r. 


Colour} f/n/ncy.-'-This if. ii typical ca."' v.hcrc n Snbonliiintc ha;? b'H'U 
punished and the su).crior oP.iccr let o0. Ihlicicncy wouhl sufTor ns si result 
of such difTerenlintion. 


A/r. liau . — May T j>oin1 out that Imth were oflicfn? in thin cape ? 

Sir Frahric Gaunthll . — 1 .suizL'cst in connection with this ease that the 
CommiUon is entitled to have the bill facts of the case before it; what, is the 
length of experieneo of this District Knginecr ? 

Mr. Fov . — I agree that the District Engineer must liavc been a man of 
some cx])erience — of at least 12 years’ experience. He cannot, be a very raw 
man. My ©"wn opinion wa.s that in ihi.s case the District. Engineer should have 
been censured, but nothing more. 

Sir Frederic Gaxmllclt . — I still de.sire to em])hn.sifie my point ; if the Rail- 
way Board come forward to excuse a part.icular ofheer, this Committee is 
entitled to know the facta on which that e.xcusc is based. 

Mr. Fan . — This is the explanation of the Agent, not of the Railway Board, 
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Sn Frederic Gauntlett.—l am still trj'ing to hammer liome wliat I rcrartl as 
the proper procedure m tli^e cases. The Financial Commissioner is definitely 
responsible to us for everHhing that takes place. If he puts forward an e.xcuc'c 
we expect to Icnow from lum the facts on which that excuse is based • he lias 
accepted It as his own and we must know what the facts are on which it i. 
based. 

Mr. Ran. The explanation is in the Appropriation Account. That is the 
explanation given to me by the Administration. My view is that the di.strict 
engineer being a man of sufficient experience ought to have been reprimanded 
but I do nou thinlr such serious action as was taken in the case of the Assistant 
Engineer was called for. 

Colonel Gidney . — I agree. 

Mr. Das.— -'But you woidd not suggest to the Railway Administration to 
take this disciplinary action ? 

Mr. Ran . — In the case of these company lines it is very difficult for us to 
insist that a particular person should be censured. 

Sir Frederic Gairnilell. — However, it would be possible for this Committee 
to say that in its opinion some comment should have been made ujion the action 
of the District Engineer, and it would be for the Railway Board to .see again 
whether it should fonvard it to the company with any comments of its own, ns 
also the desirability of having information on this point. 

Mr. That is our own opinion I think I can commit the Railway 

Board to that extent in this case. 

Sir Frederic Gainitleit . — Surely you appreciate the fact that if there is an 
excuse put forward, the Committee is entitled to know the fact.s ? 

Mr. Ran. — Yes. 


2. Chairman. — Parayraph 5, ibid . — What is the e.xplnnation in regard to 
this ? 

Mr. Ran . — On examining the earlier contract I found that the railway 
had no option to buy more than the stipulated quantity, though under flic 
present contract they could do .so. I was also given to understand tliat there 
was no accommodation in the godowns for the storage of the extra qiiaiifity 
if purchased earlier. As regards (b) The Railway ndmiuht ration admit that 
technically a mi.stakc was made Init. they exqduin that they thought they were 
bound bv the agreement ; in my opinion thi.s is an error of judgment. 

As regards (c), it has been explained that the cotton waste contract^] for 
at the higiier rate in !tt2‘l-2.o was of a superior (piaiity and (!iis superior qintHt} 
was considered essential by the carriage and wagon Department. 

Co/wnMr';W;n’y.--Thish:irdly refers to the perio<l under r.-vh-w. l'.*27 v~- ( 

Sir Frederic GaunileU.—\ eould iianliy accept that view gen. raiiy, 
what i.s brought out here is the result of a .«enttiny which tfioi: pin-.- in 7 ■ 
In fact, most of our import.int irregularities are ib’scovered ist Iq-. a! iii .p. -- 
find if the Jofvi! inspection w/re eontined merely to the of fte- y-- 

itself, it woidd lo^'e almost all its value. It ha;- bee?) the pruetirv to hrm/ mto 
these reports the results of local inspections <!uring t!;e year nrei-T ri-p-wt. i 
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tliougli the transaction might have occurred in a previous year. It would 
diminish the value of our worlc more than 50 per cent, if we departed from that 
principle. However, I quite agree that these are so far back that it is hardly 
worth while to go into them in great detail, but I should not like to accept that 
view as a general principle. If the statement says that the quality of tlie waste 
was quite definitely superior, it is very difficult for this Committee to challenge 
it. 

4. Mr. Das.— You arc now re-organising your stores department on the 
E. I. Railway and have gained some experience ; how are you going to apply 
that experience in the purchase of stores in Company-managed railways ? 

Mr. Bau.—li there are any particular points in which we have improved 
on the previous S 5 'stcm, we would certainly bring it to the notice of all the rail- 
ways so that they could benefit by our experience. 

3Ir. Das. — Will they accept your experience ? 

Mr. Raw.— If it is good for them, I don't see why they should be so perverse 
as not to accept it. 

Mr. Das. — Is there anything in the contract to force them to accept such 
principles ? 

Mr. Bail. — It is in the interests of the company itself to have an economic- 
management. 

Sir Frederic Gaunilett. — I suppose, Mr. Rau, you could hardly take the 
explanation beyond the point to which )Sir Austen Hadow took it on Friday 
afternoon when he explained the degree of pressure that you could bring to- 
bear on the companies ; he said that in his opinion he could bring considerable 
pressure to bear, but that in his discretion he would be reluctant to do so in 
every individual case. 

, Mr. Rau. — Yes ; I would say that many things are possible but not all are 
expedient. 

5. Chairman. — ^Is it your point that if a more economic method of pur- 
chase is suggested to Company-managed railways they would always agree to 
it ? 

Mr. Rau . — They ought to ; as a matter of fact I think they have joined us 
in connection -with purchases through the Indian Stores Department to a 
certain extent. 

• 6. Colonel Gidney. — Does the Indian Stores Department supply cotton 
waste ? 

Mr. Rau. — We have agreed to take cotton waste through them, but I 
understand there are some difficulties about getting a proper specification. 
No orders have been put through yet. 

7. Mr. Rau {Paragraph 7, ibid). — {i) It is understood that there was a 
vacancy of a specialist in the briclffield which was kept unfilled according to the- 
Agent’s instructions but Mr. B. was asked to look after it in addition to his own 
duties as he was familiar with the development part of the work having been in 
charge of it before. 
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(n) The mistake is admitted by the Administration. 

(^^^) Apparently this was done because there were fimds available under 
tne development sclieme but not under the KJiaragpur yard. 

The Eailway Board consider that while it may be necessan-, as pointed out 
by the Agent owing to the exigencies of service, to post officers temporarilv 
to special works unconnected with the posts held by them, it is essential to see 
tha': the arrangements resulting did not involve any misrepresentation of facts 
m the accounts. Moreover, the fact that funds are available under one head of 
account is no justification for expenditure relating to another to be booked 
under that head. The Agent suggested that when an officer is employed on 
more than one duty it would be reasonable to charge portion of the officer’s 
pay to the difierent worlcs on which he was engaged. Tin's, liowever. should 
not be carried too far nor should it conflict ivith the provisions of the contract 
which does not admit of the pay of permanent officers of the Railway being 
charged to capital when they are supervising the construction of works which 
are charged to capital. As a matter of fact, I may mention that the Govern- 
ment Examiner told me that ordinarily in all these cases of allocation, the B.-N. 
Railway give the benefit of the doubt to themselves. I have asked him spe- 
cially to bring to the notice of the Railway Board cases in which he considers 
that such a procedure is being adopted. 

)Sir Frederic Gaimtlett . — Will these remarks be communicated to the ad- 
ministration ? 


Mr. Rau. — Yes. 


8. Mr. Mitra . — If there are more Government E.xamincrs, do you think 
there is a greater chance of such cases coming to light ? 

Mr. Ran . — I thinlv a little increase in the staff of the Government k)xamincr.s 
might produce beneficial result-s, because all these revelations are the result of 
the increasing activities of Audit. 

9. Mr. Miirn . — Can you suggest any means by wliicli tiiese things eotihi 
be detected more easily and in time ? 

Mr. Rnv. We were tliiuking over the question whether wo could not L'iy.> 

n direction to the Agent that in cases where his Chief Auditor definitely dis- 
am-ces with his view, "the Agent .sliould cnmnuinicato with us, but lie' qta'-tion 
is'^to what extent wc arc permitted by the contract to insist, on such an urrany. - 

ment. 


10. Sir Frederic GniintM(.—Kad the Agent taken any c. hatuvr 
bring to the notice of the Railway Board anv of the cases ref»Tred to ui the ' 
paragraphs before tbey came to your notice ? 

Mr. Ran.— Some of these dhl come to our notiro; for instance, the ptu- 
chase of the house in Nagpur. 

11. Colonel G{dne,/.-~-h^ a case like this wiiere hreguhintio; have h-n 
brought 1 0 liuht and where the officers concerned are cut irely mider t h-- f hr- u- 
of the Board in England, what action can the Hniiway Loaru tny- he. - 

Mr. Rnu.-AXii ran bring pre.ssure to herw on them,, :u. Ssr Au-'-tui Ifn s.-.* 
explained to the Committee the other day. 
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12. Mr. Das. — I would lilce to ask a general question. Is there any difier- 
ence between a company-managed Railway and a company-owned Railway 1 

Mr. Raw.— -Of course so ; we have hardly anything to do with the latter. 

13. Mr. Miira. — These cases show that one cannot relj’’ on the accounts. 
You cannot apply the same scrutiny in the case of subordinates as it has been 
possible to do for the Government Examiner to apply in the case of officers ? 

Mr. Rau. — There is nothing that we can do but express our displeasure with 
the Agent and tell him what steps he should take in future. 

Sir Frederic Gaunilett. — I suggest the Committee should emphasise 
is the fact that when superior officers deliberately pass orders of this nature, 
they must do so at their own peril ? 

Mr. Rau. — I think it is very Ificely that there was a sort of misunderstand- 
ing that when funds were available in one project, the estimate as a whole being 
not exceeded, a man could be employed in another part of the total estimate. 
I thinlc the Chief Engineer now understands that that action is quite wrong, 
and I hope he won’t do it again. 

Mr. Kaula. — It is impossible always for the audit to discover such things, 
and therefore I think it is all the more necessary that some means should be 
devised for securing more accurate facts, because it is only vdien you look at 
certain correspondence you discover such things. In the ordinary course you 
cannot discover such irregularities of this type even if you strengthened the 
audit by 50%. 

14. Mr. Miira. — ^^Vhat means would you suggest ? 

Mr. Kaula. — Sterner measures should be adopted. 

15. Si • Frederic Gaunilett. — I think this Committee might say something 
on the lines of what Mr. Kaula has just said. I believe that Mr. Rau will be 
only too glad to welcome any support this Committee can give him in ap- 
proaching the Railway Co. He can then pass on these comments, which are the 
comments of an outside independent authority, andsay that the Railwtiy Board 
agrees with them, I. believe, it would strengthen Mr. Rau’s hands. 

Mr. Rau. — The difficulty with regard to disciplinary action is accentuated 
when the facts are brought to light very late. 

Mr. Mitra.—Kpaxt from the question of disciplinary action we should 
state clearly that we find a deplorable state of afiairs. The Audit have only 
accidently discovered some of these cases in wMch the officers are concerned, 
but we do not know how many more remain undetected 1 

Mr. Rau. — Though these have been discovered accidentally, yoii cannot 
infer from that that the rest of it is all the same. 

Chairman.— I take it that the Railway Board is going to take up these cases 
very strongly with the Agent ? 

Mr. Rau.— Yes. 

16. Mr. Rau {'paragraphs 8 atid 10, ibid). — On the charge of dilatoriqess 
the Administration has assured the Railway Board that although some tenta- 
tive offers had been madefrom tune to time for these buildings no definite 
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offer had been received till 1928 \vhen for the first time a firm oficr of R<= 30 OOO 
was received. This was considered too low and it was finallv decided to auction 
the bmlding. It was sold in February 1929 for Rs. 47,700. Half tlie onVinnl 
building is still used for railway purposes, only the other half havin<- bcen''>^okl 
by auction. 

It was the intention origmally that the building should bo converted into 
godowns to be leased to merchants to store merchandise for despatch by rail. 
Later the G-. I. P. Railway asked that the building should be handed over to 
them to be used as an Indian Institute for their employes. The B. 2s. Raihvav 
did not like this arrangement as it had been vacated as situated in a plaeue 
centre ; the G. I. P. Railway did not want it for any other purjio.sc. The B. 2s. 
Railway then tried to hand it over to the Local Government who were prepared 
only to take the laud free of cost. The Railway thereupon tried to find out 
whether it could not be used with alterations for Railway purposes and it was 
for this reason that pending the final decision as to its utilisation it was decided 
that no credit should be given to capital on this account. The allocation has 
since been settled in consultation with the Accountant General, Railways, 
and it has been decided that the difference between the cost of the new buildiim 
(Rs. 68,476) and the book value of the part of the old buildings which it is pro- 
posed to sell by auction should be debited to capital and the balance to revenue, 
which would receive the credit of the sale proceeds of the old buildings. 

Chairman . — In this case it seems the Agent himself is involved 1 

ill •. Rail . — There is really' no loss involved in this case. The building has 
been sold and the matter has been set riaht. 


17. Mr. Mitra . — IMiv was no mention made bv the Acent about it in hi-*'' 
Completion Report ? 

Mr. Ran . — He thought that since they were to be made use. of. there was 
no object in condemning the buildings. The fir-st thought that since it was in 
a plague infected area it was no use at all. The G. I. P. Railway peojjle wanted 
to use it. Obviously the building could not be given to them without- informing 
them that it was abandoned because it wa,s in a plague infected are.a. 


18. Chairman . — I su])pose you liave a definite .set of ndc.s forst.ifi cpiaf' 




Mr. Ran. — -They' arc .su})po.‘;cd to bring in a not return of 1 per c(‘nt. 1 h' : '• 
are not cases of staff quarter.-? Imt office buildings. 

19. Mr. Ran. — Paragraph Jo if /id . — Ihircha.'?:' of material-: in advam e nr in 
excess of requirement.s. This i.s again a case in which I c.innot defend tlw 
Railway. Both were admittedly duo to mi.stakc.-^ itf indenting. I'h- Rad- 
way Aclmini.stnition state that precautions have bce;i tahen to empire ag.e.ti-^ 
the’ recurrence of such inistahe.s in future. So far a- {//) go.-s, hf'y pip' -^: '•••' r'' 
included in the general indent for jmemnatic .-quipinent r.-;|U!re<i for Re- 
wagon shop, but they were (leliven-d in Indi.a might haw hi-m • 
if tile person indenting had thought of it. months prior R"' ‘‘’J 

erection of the machine.s wliich had to be manufactured, j le- p5|-'' - 
imobablv inferior in quality but a.s tljey had b-.-en in si'..-!; be 
it was 'impns.--ible to make n chiim again •■t tJe’ .maji*jf;u tur.-.",. >e 
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not. iiuggostcti that any action sluniltl be taken, i»ocauf^e there are not- a iuunl)er 
of aucli b\it if there are. then tin* Aceonntnnt ttcneral will bring that 

to our nortice. 

20. Mr. R(ifi.—P(utt<jinph JO ihul . — The Agent, has reported that instruotions 
have been i‘>,s\ied that the practice of keeping rc.servc stores in tlie workshops 
should be innnediately diseontinued and materials .should only be 
indented for from the 8tor<'s- Department for works in hand, .such 
rcqui.sitions being scrutini.seil by a ivsponsible authtiritv. Any material 
left over after completion of a work mufjt be immediately nd timed to 
the Stores Department, <n-, if retpiired for a work in hand, trans- 
ferred to that work ord<'r. In>j ructions hnv«‘ .also been issue/] fhnt jnorc 
detail is to be skown in sanetiom-d estimates to enable the accounts 
section to excrcis** a great<T cheek on the booking of material. The 
Knilwav Boanl are satisfied that the Ailministration has taken adequate 
action to prevent such miste.kes happening .again. We an* asking the .Agent to 
.see whether anv discijdinarv action at this distance of time is desirable. 

21. Mr. I)ns. — Did you address any letter to tin* Agent, B. N, B.on the 
recommendations of Sir Arthur Diekinsoirs Heport which you are prnetisitig 
on the. E. I. B.? 

Mr. B<im. — That apjdies oidy toStat<‘ Railways, but 1 think we have sent 
a copy of tlic memorandum which we placed before f he Statidingh'inance Com* 
mittee to all Comjtany Bailway.s. These instructions apjicar to me to la; practi- 
cally similar to what we have issued. 

22. Sir Frederic GaiivOeO. — A’ou will .s(;e at the bottom of jiage 91 a gen" 
end comment “the result is that the booked expenditure doe.s not represent 
the actual expenditure on the work.” I don’t find that the orders spocificnlly 
state that the liooked exjicnditure must rcpre.sent the actual expenditure ? 

Mr. Rail. — 1 think the ordens would make it reasonalily certain that the 
hooked expenditure in the end would rcpre.sent the actual expenditure on the 
work because whenever any material is left over it. is for tlic Stores Depart- 
ment to transfer it to the work order Department. 

23. Sir Frederic GaxmtIeU. — Is the material indented for one work order 
transferred to another work order ? 

Mr. Rmt. — I think it is sometimes cn.sy and convenient for material to be 
transferred from one work to another if it is done formally and copies of that 
order sent to the Accounts Department to make tlie adjustments. 

Sir Frederic Gcnintlell. — ^Yoii yourself admit that if they are transferred 
from one work order to another those changes ought to be done in a formal 
way and communicated to Accounts. I do not find that orders have been 
•ssued to that effect ? 

Mr. Rau. — I shall make it quite clear in tlie orders that the booked ex- 
penditure should represent the actual expenditure. 

24. Mr. Rau. — Paragraph 17 ibid. — The Superintendent of Development 
and the District Engineer have both left the Eailway service. 

HGlCPBFinD 
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4 - ^ rcductioii of cstimatcs from Rs. 56,000 

to Es. -] ,000 by the Chief Engineer was cine to the fact that there was in exist- 
ence another sanctioned estimate in which provision had been made for per- 
manent ^Yay laid in these sidings. The irregiilaritv in regard to the i«suc of 
permanent way material without crediting to the estimate for remodellhirr Tata- 
nagar yard is admitted and the Agent reports that the Chief Engineer has been 
asked to submit a revised completion report including this and the cost of certain 
rails and sleepers and dogsihkes issued to the estimate which were more or 
less unserviceable but should have been debited at reasonable scrap value. It 
is miderstood that the adjustment will be much ic.ss than Es. 18,000 as it is 
estirnated that the value of the sleepers, etc., was nearer Es. 5,000. The matter 
is being taken u]) with the Administration. 

25. il/f. Das. — The Chief Engineer is to be blamed because he is Irving to 
make these fictitious adjustments ? 

il/r. JRaii. — He has been told to make correct adjustments now. His 
idea was that these were more or less unserviceable ; in any case I agree tlicy 
should have lieen valued and debited to the work. 


Colonel Gidneij. — I thought the Committee would make some commont to 
the effect that when these people die or retire compulsorily or otherwise, tlic 
Chief Engineer should lie held resjionsiblc for nil such losses ? 

3Ir. liav. — Should you not also give credit to tlic Chief Engincov hr tin? 
improvements that arc takijig place in the Hailway I Tho Eailwny Board, how- 
ever, arc not satisfied with the explanation of tlie Cliicf Engineer and arc express- 
ing their displeasure to the Agent, and I told the Chief Engineer })pr.sonally Hie 
other day what I thouglit of it. 

26. Mr. lian. — Paraf/raph JS ibid. — Tiiis is a thing of common occur- 
rence. 


Mr. Mitra. — Will you accept it ? 

Mr. Ran. — I think in many cases disbursing olliccrs verj' often eitlicr try 
to spend money if they have it in the bndget or postpone payments if tlwre i-i 
no budget provision. 

So far as this particular case is concerned, tlie Di.strict ICngiiiecr haskft 
the Eaihvay. The Chief Engineer has issued a strong circular on the sahj'-ef , 

27. Colonrl Gidncj/. — i^Ir. Chairman, will you alloiv me to compare para- 
graph 18 with paragrapii 23 on jnige 100 i The crime is .similar ; the anvamt 
involved in paragrajih 18 is just over I^s. 6,000 and the amount in piiragr.ipi 
23 is Es. 3,000. One went- into tho pockets of the cmitm('tor and tie' oHwr 
into the jiockets of the staff, hut they are both frauds in the real sens** u. fne 
tcim. Tlic District- Engineer who was eemeerned with the one j« !•■ft 
but the poor assistant engineer comes in for a full ilressing flowi! h\ 
Agent, 

PirPraUrk 6V;!/;-//- //.— Tijeiv is ;m esseiitial diltereiue f,.-{ w. en- p.ua- 
m-a]>!i 23 and paragraph 18. where a bill is presented for 

gineers honestly, believed would eventually he <-ani*'d out j»y fh" .i* - • 

It is. of eonr.-=e. an extremely dang»'n»us thing to do and ont's 
but vou cannot call it fraud. 


it to 
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Chairman. — It may easily lead to abuse. 

Sir Frederic Gaimtlett . — Of course. We liave had cases where it lias led to 
considerable loss to Government. But in the one case it is a deliberate fraud 
and in the other it is running considerable danger of loss to Government. No 
judicial court would ever call it fraud, and if I may say so I think Mr. Kaula 
exercised a very wise discretion in not including it. 

Mr. Ran. — (o) It is understood that the original estimate sanctioned by 
the Railway Board was prepared from an incorrect plan of the yard in which 
certain lines that had been dismantled were shown as existing. This was dis- 
covered when the work Avas about to be started. The fact was reported to 
the District Engineer, and the Superintendent of Development prepared a 
revised estimate based on the existing la 5 mut of the yard. As the revised esti- 
mate showed a saving as compared with the original estimate the Superintendent 
considered it imnecessary to forward an estimate for formal sanction. This 
is of course incorrect but the Superintendent who dealt with the case having 
left the E,ailway long ago no disciplinar}’^ action can be taken. I have 
impressed on the Agent the impropriety of having two estimates, one for 
audit and one for engineering purposes, and asked him to see that steps are 
taken to stop this practice of working to an unauthorised estimate for 
engineering purposes wherever it existed. 

29. Sir Frederic Gauntlelt. — What is the view of the Railway Board in a 
case like this where the work is carried out on a plan which is entirely different 
from the ])lan which was accepted by the Railway Board. 

Mr. Rau. — Of course, it is certainly wrong. I have impressed on the 
Agent the impropriety of having two estimates and asked him to make sure 
that steps are taken to stop this practice. 

30. Chairman. — ^^Vhen was the mistake in the original plan discovered ? 

Mr. Raw.— When they started work. 

31. Chairman. — ^Was it reported to the Railway Board then and there ? 

Mr. 'Rau. — No. Apparently, the District Engineer thought that as the 
revised estimate was for a smaller figure a fresh sanction was not necessary. 
It is quite wrong, of course. 

Chairman. — ^But the whole basis of the estimate was wrong. 

32. Mr, Das. — ^Mr. Chairman, I have two serious charges against the Chief 
Engineer of the B. N. Railway. One is, he spent more money on the capital 
side, thereby showing more surplus profits. The second and more serious 
charge is that they were asked to relay the lines with 90 lbs. rail and they 
relayed with 75 lbs. (second hand) rails. 

Chairman. — That is in the second paragraph. We will confine ourselves to 
the first case. 

Mr. Das. — ^Well, in the first case I think disciplinary action ought to have 
been taken by the Railway Board against the Chief Engineer for increasing the 
capital cost. 
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Mr. Rail He could not increase the capital cost. The allocition 

would be for tlie audit people to decide. auocanon 

nn surplus profit that ve.nr 

on account of the revenue charge being smaller ? 


Sir Frederic Gaundeti.~~l think the answer to Afr. Das is that the surplus 
pfite can never be affected by the estimates. The surplus profits can onlv 
be affected by the final booked expenditure. And while it is perfcctlv true 
that the booked expenditure mai^ not during the course of the hooking he 
finally correct^ yet when the work is completed the booked expenditure will 
show acciu'ately the amount under capital and revenue. I believe during the 
booldng of expenditure on a mixed work like this the apportionment lietweon 
Capital and revenue is done approximately according to the proportions in 
the estimates. But it is always settled finally on the completion of tin' work. 


33. Chairman. — Now, let ns come to {b). 


Mr. Ran . — As regards (6) the Agent recognised the need for obtaining the 
Railway Board’s approval to the change in the weight of rails and regretted that 
it liad been overlooked. The completion report will be submitted to the Bail- 
way* Board in due course. 


34. Mr. Das . — In this case they* did not relay with 00 11). mils, ll’hat 
action was taken by the Railway Board ? 


Mr. Ran . — I have not seen the completion report. That there were reasons’ 
for the action I have no doubt. Without knowing the reasons of the .Vgenf 
for passing the estimates I cannot pass judgment. 


35. Mr. Das . — Might it not have given more surplus profits — heentisf' part 
of it will be met from tlie de])reciation fund ? 

3Ir. Ran . — But otherwise it would be capital. Relaying them with fhes** 
75 lb. rails wotild not affeet the surplus profits iu any way. 

36. Sir Frederic Ganntlell. — There i.s another point I would iri rospeet of 
19 {h). The estimate was dniwn up in i\Iarch 1924. The total amotinl involved 
is under two lakhs and the completion report is still bring submitted to the 
Railway Board. Ouglit it to take five year.-; fora .small work like that ? 

Mr. Ran . — T do not know really when it was eom])lefed. 


»S 


Sir Frederic Ganntkft.- W'eW, that rai.sos fi vt-ry imj)nrttin1 |»>int. 1 w 

as.snming that a comj)letion rejiort would come to you m every ease. 

‘Mr Rait. -l think n completion report was nee.’ssary if) this r.!>- «idy br 
cause of the material modifieat ions. Of course we would not have known that 
there was a material modifieation if they liad not seni tlinr romjdetmn rejeut, 

37. Mr. Kaala . — ^Ts there any guarantee tlmt Ih'- hr! of the mndita'.'.tJ'o; 
would be mentionetl in the completion rej)ort f 

j1/r. Ran.- - Otherwise they would no! have sent it to ti . I h' n i; ' * 
uoeessitv for a completion report bsjt for Ibis matfuird uioddteat:ois. 1 raK> ) ^ 

have not .seen the report nu'.self, it is difncuU t<) stat*' \ 

material modifie.alion. 
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38. Chairmtn.—Docs it <l(!pencl on the financial o.fTcct of the modificnt ion 

' Mr. liau.— VarWy. When fhey say 90 11). rail and )ise 7.5 lb. vail, or whei 
we sanction a line for a 100 miles, and the alignment i.s actnally 103 milc.s 
s.ay that would be a maferial modification. 

Mr, Mifra . — Who is to juflge ? — the Railway Board or the Agent. ? 

Mr. Rau.—h is for the Kailway Board. But if it is not brought to tlu 
notice of the Railway Board, t he)* will never know. 

Chairman.— the Agent thinks it a material Tuodification he woulc 
not refer it to you, 

Mr. Rail. — But usually they do send up all cases where there are anj 
niodificatious. They ask \is when there is any doubt. 

Sir Fralcric GnuntU'U . — We would then come back. Mr. Chairman, to the 
question of audit. When these completion re])ort-s come to audit it would be 
the duty of the Government. ICxnminer to scrutinise it to see. if there was a 
material modificat ion. And if there was, he would require it to be submitted tc 
tiie Railway Boaixl. But it is quite true, as iMr. Kaula has repcatedlv .said, what 
we can check at present is only a small fraction in most kinds pf work. A.s I say, 
our check of allocations is fairly conqiletc. 

Chairman , — Even with your limited staff ? 

Mr. Rail.— The limited .staff i.s .supposed to check cmnpletely cases in which 
the intorests of Government arc divergent from the interests of the com- 
pany. 

39. Chairman . — That is the only point to which they direct their attention 
at pre.sent ? But w'hy should it be for the Government Examiner to bring to the 
notice of the Railway Board any material modification ? 

Sir Frederic GauntklC. — Well, the point is this, iMr. Chairman. It is much 
inore difficult for a mere audit officer to say whether a particular modificatibii 
is material except from the point of view of the financial effect but I .should still 
regard it as a duty to determine whether the modification is material, apart from 
the fi^naucial effect. 

As a matter of fact, I must slightly jnodify that statement becau.se the 
same question has arisen in regard to the irrigation ndes. And T remember JMr. 
O’Brien from the Lloyd Barrage pointing out the extreme difficulty that he lias 
felt in determining Avhether a change in the plan of the canals was a material 
modification or not, and the whole matter went back to the Secretary of State 
and I believe I am correct in stating that the Secretary of St ate has a^eed that 
the determination of a material modification is not part of the audit ot’s duties. 
But I shall have to look at this decision again in its bearing upon cases like this 
and I might have to modify the general views I have expressed. 

40. Mr. Neogy. ^Let us come to 20. — The splitting up of an estimate. 

Mr, Rau.— The Agent explains that separate estimates were prepared 
with the object, of facilitating the handling of the account-. He 
informed that the Railway Board agree noth the Aceountast General. Rldwavi^ 
that following the usual practice all these estimates sho-da };ave 
of one estimate. - - s 
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I was going to add that it is notquite clear how theGovermnent Examiner 
adopted this as a separate estimate. But I do not wish to pick a quarrel w’th 
Mr. Kaula on this point~I hare got better cases. ^ ^ 

41 . Mr, Das.~Mi. Eau, may I ask if you get all vour information from the 
Government Examiner ? 

il/r. i?aw. — ^\\hen the Government Examiner makes his report. 

, ilii • Das.- ^3. On have no direct information from the Anent when hechiJUf^es 
his estimates. 


ilfr. Hau. — ell, he ought to have brought it to our notice. He is most 
to blame. And he recognises it. 

42. Chairman . — ow, let us go on to 2] . — ^Fitting lights and fans in bunga- 
lows xrith out provision for current. 

il/r. Ban. — The total cost of the work is stated to be Ks. 7,500 and tlie 
annual loss is therefore less than Es. 400. The Agent's contention wovs that 
they xvere not to be blamed in this matter as it vas due to the fact that the 
arrangement which had been arrived at with the Tata Iron and Steel Co. was 
repudiated by the latter at a later stage. I told him that the adinini-stration 
should not have undertaken the work without coming to a definite under* 
standing expressed in the form of a legal contract with the Tata Iron and 
Steel Co. concerning electric supply. But I think this is only an error of 
judgment. I could not go further than that. With a commercial concern 
you ought always to have legal and binding documents. 

43. Chairman. — Now, paragraph 22 — Overpayment on local purcha.^e on 
electric plant. 

j. 


Mr. Ban .- — ^All tiie amounts overjiaid have been recovered. The .=t.afT 
concerned has been warned and the Agent reportsthat steps h.ave been taken to 
prevent a recurrence of similar irregulariries in future. 


At. Chairman . — Now we come to paragrapii 2-t — Ihiynu-nt'- in excess of 
the terms of agreement — I'iast Indian Railway. 

J/r. Eau.— This is a case of a mistake having occurred o’.vini; to tho nh'vlr.ini- 
cal department dealing with an onginooririg work. I uriflcr't.'Uid thr ('hi< f 
Engineer finally made the be.st b.argain he could with t ho coinjKiny ar.d instruc- 
tions have been is.sued to guard against a repetitinn of this jiro; enure. So 
disciplinary action was taken as the Peputy Chief Mechanical I'amin- tT ia-M 
re.sponsiblc for the irregularity had left the .service, This j; not a ]>. S'. 
Railway cns'c. 


4i). C7m(nnan.— Famgraph 2.5, 

Mr. Baa.— The E, 1. Railway work.shop'^ w* rc not aid*- to m.-t a!i d- 
nuinds for rolling stock ciunponents in 1027-2<S and sersfais d«d[iy~ ofturf'd in 
supplviny outstntion demands, Ix'cal purchase of certain tie r.’, 

fore necessary and the .‘savings that tlw .Arcounfatst n.g-i.t 

have l)een n’alis'fal .‘^ecni to l>e i!!us-ory. 

4G Coh.ntrJ. Giih’ry. — This involves a very .-•'•rio;:-. d'^Ki.no!?' •. b '-' b 
known thov have tiie.se shops for a .‘^pceitlc pnrpo'e. 
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Mr. Bau. — Yes, but the worksliox^s were full up with orders for rolling 
stock components in that year and I understand that serious delay occurred in 
supplying these demands and so local purchase was inevitable. 

47. Colonel Gidney, — Here is a transaction in which two officers are impli- 
cated— the Chief Controller of Stores and the Chief Mechanical Engineer and 
they purchase at a price in the local market and bring in a loss to the railway 
of Rs. 28,000. 

Mr. Ran. — If they could not make it themselves that is not a loss. There 
is nothing to show that the pm’chases were made higher than the ordinary market 
prices ; at least I cannot find anytliing in that direction. If you cannot pro- 
duce it in the workshop you will have to bity it in the market. Our Director of 
Mechanical Engineering says if there is a large difierence in prices imder certain 
items it can be safely assumed that the difierence in prices was due to imperfect 
allocation of charges on manufactured articles. 

Mr. Kaula. — Are you pursuing that point regarding allocation ? 

Mr. Bau. — As regards allocation of charges, I think I shall, because it is 
essential that we ought to know definitely whether our manufacturing business 
is an economical proposition or not. If there is such a large difierence, it is 
verj'’ likely that the workshop rate of nine pies is wrong. However I will take 
up the matter. 

48. Chairman. — Paragraph 26. 

Mr. Raw.— The Chief Accounts Officer states that though the rate conti- 
nued to be the same since 1923-24, the statements for 1926-27 and 1927-28 
compiled by the Accounts Department show that there has been a clear profit 
to the railway. He presumes, therefore, that the figures of loss for the years 
1923-24 to 1925-26 which have been taken by the Chief Auditor from the 
annual reports of the Electrical Department which were not prepared correctly 
from accounts documents may not be correct. I thiiilc this is question which 
might be left for discussion between the Chief Auditor and the Chief Accounts 
Officer. I do not laiow if Mr. Kaula has received any fiu’ther remarks on this 
point. 

. Mr. Kaula .- — I have received no further report, 

49. Mr. Mitra. — Is there not an)'- other method by which we can consider 
these cases with better results, because you find the officer appearing before us 
giving an explanation which is difierent from that in the Report and there is 
nothing by which we can find out which version is correct. 

Sir Frederic Gauntlett. — I have to-day sent a memorandum to Mr. Kaul^ 
pui'suing the suggestion that was made here by Mr. Rau a few days ago. that 
he and the Controller of Railwa)'- Accounts should see whether it is not possible 
to get an agreed statement of the cases Avliich will appear in our appropriation 
reports. I have also made another suggestion to the efiect that as soon as s 
case is ready for inclusion in the appropriation report the Director of Railwar 
Audit should get a statement of the case— as I have said an attempt should h? 
made to get an agreed statement—and the draft report should be sent ru 
Auditor General for his acceptance and ssutinr and once it ha=: heeu 
accepted by the Auditor Ge.neral frMnvI-d k forwarded at once to rue 
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Board so that they would know ^ediately wtat cases are likclv to be taken 

np. That IS tke practice m the Army and I think it is desirable that it -^honia 
be introduced on the EaHway side also. 


Mr. Eau . — ^We should welcome it very much. 

50. Chairman .—Let us now take the Auditor General’s letter. Paraaraph 
7 of the letter. ^ ^ 


Mr. Eau. ^Except under the first three grants, to which I shall return 
later, I do not think the savings mentioned in these paragraphs deserve any 
serious notice. The saving under ‘ Appropriation to Depreciation Fund 
voted, is only 1 %; that imder hfo. ‘ 11-Miscellaiieous ’ is almost entirclv 
accounted for by the change in the procedure described in paragraph 50 of the 
report. The expenditure under ' 12-Appropriation to Deserve Funds ’ is 
merely a balancing entry’ showing the results of the working of railways for the 
year and can hardly he called a saving. Under non-voted appropriations I 
think the Auditor General vill agree with me that the savings under non- 
voted expenditure under grants 4, 7 and 15 may be neglected as the cxjieiiditnre 
should be taken as a whole, voted and non-voted together, because the qiic.stion 
whether a particular officer will be debited wholly or partly to ‘ Administration ’ 
or ‘ New Construction ’ or ‘ Strategic Lines is merely a matter of chance, as 
in the course of the year transfers according to the exigencies of the public 
service have often to take place. Finally as regards the ox]ienditurc under the 
bead ‘ Discharge of Debentures the saving is not a real snAung at all. The 
budget figure shows the total amount of debentures which fell due for jiayment 
during the year irrespectiA’c of the possibilities of some of them lieing renewed, 
and the amount of debentures estimated as likely <o be renewed was taken in 
the year on the receipt side. The amounts provided in the budget were as 
follows : — 

Hs. 

Debcnlurcs discharged by renewal .. .. 2.58.5)2 

NotreneiA'ed .. .. .. .. .. 72.5)i 


Total 


The expenditure .shoivn in tlic ajiiirojwialion account rchif<'S only to^ ^ 1 “ 
debenture.s actually di.schnrgccl and not renewed tliat thf 'iyuire of is 

really comparable 'with the figure of 72,91 in llie budget. 

The que.stion whether in the budget we ought i\ot to show nu!y d*>i.=.n- 
turcs actually di.seharged niul neglect <!ebeuturr.'^ whieli are likely to b - 
during the year is cancelled by receipts on the other sido i‘- ut pn-*'u! iind-r 

consideration. 

Coming now to grants No^. 1. 2 and when- tleue are .wivi-ii.-, b >th un i'-r 
voted and non-voted, it must Iieadnntted tliat the biuigetmg coulu 
closer. The explmuitions for the .s.aving*; that huw b.-n "‘''T 
various grants show that they were partly due to r in tnn.Mr.ne. ^ whu b 
have been foreseen, but partly to c.vee<=H- provisjojt under le.av.- >rdafy .t .... 
ba«rd on nut icipat ions irgarding ilu- iut.-ntiow' of ntla er . with o gant ,o . 
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the ciurent year’s budget these provisions have been cut down to a consider- 
able extent because it has been found by experience that not all of those who 
proclaim their intention of going on leave do actuall)'’ go on leave or if they do 
"for as long a time as they originally intended. 

51. Mq\ Das. — I have got a question on paragrax3h 7 of the report. I wish 
to know why there is such a large excess on non-voted items. On the voted 
ade I am satisfied, but on the non-voted side there is an excess of 23, 27 and 31 
per cent. That shows that sufficient control is not exercised. 

Mr. Rau. — As a matter of fact, as I have already told you, with regard to 
6, 8 and 14 we ought to take the non-voted and voted together because the non- 
voted merely represents officers who are transferred to strategic lines from open 
line works or sometimes charged to working expenses. As regards 11 there was 
a particular reason for it because we could not get a proper estimate of pen- 
sionary charges. 

52. Mr. Das. — ^What I should like to have is a safeguard that you do not 
increase your expenditure on the total non-voted head unnecessarily. 

Mr. Rau. — The allocation as between the voted and non-voted is entirely 
beyond our control. 

53. Chairman.. — Paragraph 10 (6) of the Auditor General’s letter. 

Mr. Rau. — With regard to the question of budgeting, I submit that with 
only one year’s result to go on, the Accountant General’s remark that there has 
been no appreciable improvement after the separation of accounts on the East 
Indian Railway is, to say the least of it, premature. He admits that there has 
been improvement under grants 8 and 11. In grant No. 5, the saving is really 
not more than 12 lakhs, which is about 1^ % of the grant. About 5| lakhs 
is accounted for by the inclusion, by a misunderstanding, of “ Remissions of 
Earnings ” under the grant but not under “ Expenditure ” {vide page 174 and 
remarks on that page and paragi’ajffi 70 of Report). The explanation of the- 
savings under grants 7, 8 and 10 is to be found in our system of over-allotment. 

54. Chairman. — Paragraph 10 (c) of the Auditor General’s letter. 

Sir Frederic Gauntlett. — ^What I am suggesting is that the Committee 
should endorse what I have said there. 

55. Mr. Das. — I should like to know from Mr. Rau whether there is a- 
clearing accounts office for the B. N. R. ? 

Mr. Rau . — There is a clearing accounts office for the southern railways in 
Madras. The B. N. R. might join the southern railways. I do not think it has 
as yet expressed any desire to have a clearing accounts office. 

Mr. Das. — .4re you trying to put pressure on them : 

Mr. Ran. — This is not a case where you ean zwt zressrre on tlu-rp. 

56. Chairman. — ^Paragraph 18 of the BeTort. 

Mr. Rau . — The question of transfer has had tc- i'e 

pending for several reasons, the most- hnzrrtrzzr: of 
trying to provide accommodation kn 
from Calcutta in connection "nxh ^ ^ " 
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Kailwa} . On the E. I. Railway no use has so far been made of machines on the 
t.bp but the chpge over from the Received basis of accountint^ to 

the Fonvarded basis, which is the initial step in the jirocess, has been started. 


Mf. Mitra. ^What is the price of an ordinary accounting machine ? 

V manufacturers do not sell it. It is 

better to hire them. When they get out of date we can ask the manufacturers 
to supply us with new machines. 


57. il/r. Mifra . — Are you in a position to say that these machines mvp 
.accurate results generalij’' ? 

Mr. Ran. — Yes, generally. 

58. Manh'i Abdtd Matin Chamlhury . — ^Do you know that the Chief 
Accounts Officer of tlie North ^Vestern Railway is not satisfied with the workinc: 
of the Yorth Western Railwa}* ? 

Mr. Ran . — He has not reported it to me. 

59. Chairman . — Is Mr. Scott the only expert you possess ? 

Mr. Ran . — There is Mr. Deane, the Director of the Clearing Accounts Oilice, 

/Sir Frederic GauntleU. — ^Mr. Scott was assisted by Mr. ^hrma for many 
years. I should like to say that the Government has been fortunate in Imving 
an extraordinarily capable officer of tbc type of Mr, Scott. I am sure that if 
Mr, Scott wanted to give up government service ho would .surely got £5,(>lX> n 
year outside. Wliat lie has done in the way of introducing these nvtchines and 
introducing new methods is perfectly invaluable. 


00. Chairman . — Paragraph 21 of the Report ; 

Mr. Ran . — Tiic Chief Accounts Officer, East Indian Railway, has rt'cenfly 
Bubmittod a furtlicr report on the subject. I undcrsland the .sy.steni fif having 
payments to station staff wifrjcs!?ed occasionally bi* the Accountant nr senior 
clerks of the Divisional Accounts Office accompanied liy Finger Print Inspec- 
tors has been c.vtoncled to other divisions and that ns a re.snltof the?/- .syst/an* 
atic occasional check irregularitie.s noticed are decreasing. He Is satisfied 
with the rosultvS of the system aiid has decided to continue the fc.^f rhf-<-h as 
part of the regular procedure. 

bl. Chairman , — Paragraph 38 of the Report.- -Motor competition. 

Mr. Ran. -The rjiiastion of road motor cornp'-'tition D l»>ing enndnUy 
watched by the different railway admini.st rat ions and by the ibulwa v Itt.v.vt'b 

The North Westeni Railway to which s})ecial reforone-* i-^ nmde in the 
appropriation report did .suffer considerably from motor bus compel it soi\ on 
sections where metalled roml-s run jniralh'l to the railway, and the nnin “ r o, 
passengens earried during the year fell by as (•/•.mp.tred with flu- prrvimn 

vear. Rut thev have iiaid .special attention to the fptr/.f mti of iiuetmcilm. 


f 
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distances fronoi 31 to 45 miles and a fare and a quarter for distances over 45 
miles. The efiect of these tickets in bringing back to the railway the traffic 
which had been diverted to the road is being watched. 

The various ways in which motor competition is being combated by rail- 
ways may be summarised briefly as follows - 

{a) an increase in the number of trains, 

, (6) acceleration of speed in their existing train services ; 

(c) reduction of fares between specific points (it may be added, to a 

very limited degree), 

(d) running of Sentinel coaches on sections where traffic is constant 

throughout the day, but not sufficiently large to w’arrant the 

rrmning of ordinary trains, 

(e) opening of flag stations and, where these are not fully justified, 

temporary halt stations. 

63. Chairman . — ^Have you considered the effect of the reduction on the 
rates of petrol which was effected last year on road motor competition ? 

Mr. Rau . — ^We have had complaints in the Standing Finance Committee 
that the reduction was not enough. 

62., Chairman . — ^Paragraphs 42 and 46 of the Report. 

Mr. Rau. Paragraph 44 . — The reason for the high ratio of administration 
charges on the Bengal Nagpur Railway is probably due to the fact that the 
average charge per ton per mile for goods traffic, receipts from which represent 
nearly 70 % of the gross earnings of the Railway, is particularly low on this 
line. It is 4*27 pies as compared with the B. B. and C. I. 8 ’03, the Eastern 
Bengal 8*64, and the N. W. 6-34. The East Indian Railway with 4-01 pies 
was the only Railway with a lower average charge, but the gross earnings of the 
line are more than double the gross earnings of the Bengal Nagpur Railway. 

I would invite the attention of the Public Accounts Committee to the fact that 
the general administration charges of the Bengal Nagpur Railway were lower in 
1927-28 than in 1926-27 and the ratio to the total working expenses (including 
depreciation) is just over 20%, which is on the whole lower than the ratio on 
the majority of the other lines. 

Paragraph 46 . — If we take the appropriation to the Depreciation Fund into 
account, there was an actual decrease in working expenses on the B. B. and C. I. 
(3 lakhs), E. I. (172) and G. I. P. (49 lakhs). 

There was a decrease in working expenses per train mile on all railways 
except the B. B. and C. I. which remained stationery. 

M34CPB(FinD) 
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Evidence taken at the second meeting’ of the sub-committee 
of the Public Accounts Committee held on Tuesdav, tlie 
27th August 1929 at 11 a.m. ' 


Present: , • 

(1) Mr. K. a Neogy. Chairman. 

(2) Mr. B. Das. D 

(3) Mr. S. C, Mitp.a. I 

(4) Maulvi Abdul Matin Chaudhury. - . f 

(6) Lieutenant- Colonel H. A. J. Gidney. J 

(6) Sir Frederic Gauntlett, Auditor General.' ^ w ’ , 

(7) Mr. G. EAulAj Director of Railway Audit. ^ 

(8) Mr. B. Nehru, Deputy Auditor General; ' ; J • 


Mr. P. R. Rau, Financial Commissioner, Railways. . 
Mr. J. A. Tower, Director of Finance, Railways. J 


62. Chairman . — Paragraphs 56, and 57- of the Report. 

Mr. Hau . — In a large number of cases the excesses are accounted for by 
changes in classificatibn in the course of the year. In the year 1927-28, for 
example, out of the total difPerence of 5,43 under ‘Agency ’ 4,35 was due to 
changes in classification. On the North Western Railway there was a change 
in the method of allocating the pay and allowances of headquarter staff to 
the various sub-heads which accounted for 2 lakhs and another lakh and a half 
was due to the pay and allowances of certain officers having been provided for 
under non-voted instead of voted. Under Telegraph and Police again the 
main savings are under the North ^yestern Railway and are due to provision 
for expenditure correctly chargeable to Demand No. 14 having been, accord- 
ing to the procedure then in force, made under Demand No. 4. 

63. 3Ir. Das. — Appropriations should be made as between the State lines 
on the one hand and Company lines on the other. 

Sir Frederic Gaunihtt. —Yow are asking that each grant should be split 
up into 10 or 12 sub-grants. In that case, instead of having 16 grants, you 
will have 150 grants. 

Chairnmi.— The idea, is to put State lines into one group and Company 
lines into another group. 

Mr. Das.— The present arrangement gives the Company-managed railways 
a loophole to get more money. 


Mr. Fan.— It is not a question of giving more money to the Conipany- 
managed lines, but it is a question of keeping the railways running. ,, 
yrou Idee the B. N. R. to stop running in March ? I do not think that the 
B. N. R. has been particularly bad in the matter of estimating their bi g 



in fact, if you will look at page 105 of the Appropriation Accounts you will find 
titat tlierc has been an excess under two heads and savings under all the other 
heads. 

Ghairmau.—Aitex all, these Comjiany lines also belong to the State and 
tiey are run in the interests of the people. So long as the Railway Board 
exercises its control over the Company lines you ought to be satisfied. It is 
hot possible to have watertight com])artments in this matter. 

63. Chairtnon . — Paragraph 58 of the Report. 

Mr. Ran . — The e.stimates arc of cour.se t he estimates of the Railway Board, 
but they arc naturally based on the 05t imate.s supjilied by individual railways 
and I agree with the Auditor General that in adapting their e.stimates for our 
purposes the idiosyncrasies of the railway administrations and their general 
tendency to over or under estimate should not be lost sight, of. It is worth 
noting, however, that cxccjit in the case of the South Indian Railway and the 
Tirhoot Railway in 1627-28, the dilTercnccs are diminishing. The explana- 
tions for diflcrcnces in these cases arc given in the A]>propriation Account.s, 
Broadly speaking, a great part of the difference is due to unanticipated 
occurrences. On the South Indian Railway the saving is stated to Ije due to non- 
^ntertaiument of additional staff provided in the budget- owing to the po9t>' 
ponement of opening new lines and to the scheme of re-organisation of the 
Agency Department having been sanctioned too late. On the Tirhoot Railway 
similarly no provision was made in the budget for the Agent going on leave, 
which apparently was unexpected, and for the post of a Deputy Agent created 
later. Similarly the question of domicile of certain officers not being settled 
no provision for Lee concessions for them was made, and so on. 

64, Chairman . — Have all these questions regarding domicile been settled ? 

Mr. Ban . — We are consulting the Public Services Commission on all 
these points and are taking their advice. 

Chairynan . — ^^Vas not any date specified by which claims should have been 
put in ? 

Mr. Rau . — There has been a change in the Statutory rules and as a result of 
that all doubtful cases are being referred again to the departments for their 
final decision. 


65. Chairman . — ^Paragraph 49 of the Report. 

Mr. i?aw.— Though I agree that the budgeting and the control of expen- 
diture on the North Western Railway leave much to be desired, in this parti- 
cular case I thmk I ought to mention in extenuation of the difference that 
they had reported the possibility of the excess to the Railway Board and 
consequently when the Railway Board fixed the final grants th^v vdthdrew fron: 
the Agent only a sum of Rs. 9,24,000 under voted and Rs. 94.000 under ner- 
voted instead of the full amount required for straternp which ^ 

pointed out by the Auditor General to Rs. 29.11.000 und^r ror-r-i 
Rs. 3,39,000 under non-voted. The net result was then that rakinr 
penditure only instead of a saving of Rs, 4.§0XK>0 which i> the 
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if tie expenditure is compared with the original grant, there is really an excess 
of Ks. 4,44,000 as compared with the final grant. A great part of this is due 
however, to a change m classification which was decided after the budget was 
framed by which salaries of certain officers were treated as.votable instead of 
as non-votable in the past. It will be noticed that there is a saving in non- 
voted expenditure of about 7 lakhs as compared with the final grant. 
AVe are trying to keep a strict watch on all the Railways. As a matter 
of fact, the budget of the North Western Railway has been recognised to be 
faulty for some time. We are hoping for an improvement as a result of Eai 
Bahadur Puri’s recommendations. 

66. Sir Frederic Gauntlett . — Have you issued any specific orders as to 
the period for which separate accounts of branch lines should be kept ? 

Mr. Rau . — I am not sure that in the orders we have mentioned any specific 
period ; but we shall have to keep them for 5 years at least. 

Mr. Das . — Will the Audit keep a watch on this ? 

ilfr. Rau . — The Director, Railway Audit, suggested the other day that they 
should be checked by the Audit and we have agreed. 


Paragraphs 61 and 62 of the Report. 

66. Mr. Ran . — "^^ffiile I agree generally with the Auditor General I must 
in fairness to the Railway administrations and to the Railway Board re- 
iterate that though the re-appropriations were sanctioned actually on the 27th 
March 1928, they were based on estimates submitted much earlier which were 
based probably on 9 months’ actuals. The figures in paragraph 61 show that 
the modified grant gauged fairly accurately the direction in which the actual 
expenditure differed from the budget grant, except in the case of Aden, where, 
by oversight, the strategic and commercial sections were mixed together — the 
total expenditure was 41. Reappropriations could not be sanctioned before 
as the Railway Board had to wait for the supplementary grant to be voted 
by the Assembly before sanctioning them. 

Ohairman . — ^Are you assured that the Rahway Administration is im 
proving its machinery so far as a watch over the expenditure is concerned ? 

M r. Rau. — ^Yes. I have not noticed that the situation has become worse 
than it was in the previous years. 

Chairman.— It may not be worse, but is it improving ? 

Mr. Rau.— It is improving. 

Paragraph 63 of the Report. 

67. Chairman.— What is the explanation ? 

Mr. Rau . — The explanation covers the whole page. But, briefly, they 
could not anticipate that they did not require it. 


Paragraph 64 of the Report. 

68. iMr. Rau.— The Agent reports that the pre%dous practice was that the 
leases of plots of land provided for pajmient of monthly rent m a 
result of this was that if payment was not made and the case was taken 
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courts;, even if the case was not. nnduU* dolayod in tlio courts, at least, six inontliE 
elapsed between rent falling into arrears and the date of obtaining the decree^ 
To prevent the recurrence of oases of t his sort an advaiu’e jniyinent of six 
months’ rent is now required in the case of the. coal depots at Sludimar where 
the land being specially valuable and the rents correspondingly high the sums 
likely to be involved arc large eno\igh to justify this special precaution. 

The Agent ha-s explained that in the .specific case refern'd to wliere the .same 
Company were granted a fre.sh lease after a decree had bean passed against 
them, the facts are that the decree could not be executed for want of assets, but 
the party found finance to the, extent of Ks, 1 ,000 which was jiaid to the railway 
in cash with a promise to ]>a 3 ^ the balance by instalments if the ])arty was 
allowed to re-ocenpy the plot. The instalments and the curriMit rent were 
regularly paid for some months wlicn they again fell into arrears and the ])nrty 
disappeared leaving a few tons of coal on the land which was duly anctioncci 
and the proceeds credited again.st the rent, written oft'. 

As the losso.s seem to have been more due to a defect of system which has 
since been changed than to any fault on the part of imlividuals, the llailway 
Board docs not propose, to take further steps to press for disciplinary action.- j 
understand that formerly delivery of coal was given to ])lot holder.s at Shnlimnr 
without prepayment of freight as it was considered that the fact that they 
were allotted plots was .sufticiont to vouch for their respect a liility. Tlii.s prac- 
tice has now been stopped. 

69. Mr. Das . — What i.s the practice on other Kailways ? You recover' 
the rents from every coal merchant in the siding ? 

Mr. Rmi . — This is not a siding. Thc.se are plots of laud on which tiie 3 f 
were allowed to dump coal. They are vnlnablo plots. Now they arc taking- 
six months’ rent in advance. 

Colonel Gidiiey . — ^And at a higher rate ? 

Mr. Rau . — They have been told that they must charge an economic rent 
in all these cases. 


Paragraph 67 of the ReporC.- 

70. Mr. Rau . — There is nothing that I can say in this matter. The caslr 
was lost and it was recovered from the contractor. The Treasurer who was- 
responsible for the whole Cash and Pay administration has paid it and lie has- 
taken steps to safeguard himself against further losses. 

Chairman . — Is this the system in force on many Railways ? 

Mr. Rau . — In regard to State Railways, it is in force on the North-Western 
Railway, and we may introduce it on the Bast Indian. On the Eastern Bengal 
and the Gr. I. P. we have the departmental system.- Both- systems are working, 
fairly well; 

71. Mr. Kaula — Is there a tendency in the case’ of Departments- 
Avorked by contract not to scrutinise closely the work given on contract ? 

Mr. Rau . — I thlnlc there has been no trouble in the N.- W.- . Railway. Mr.- 
Scott told us so. 
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72. Mt. Whicii inetliod is more economical ? 

Rail. That is what we are trying to find out. 

Mr. Mitra. Is it not possible to say what percentage it comes to ? 

Mr. Rau:-^o ia,v as the E. I. Railway goes, I understand that the actual 
«ost would probably work out a little more than some of the lowest tenders. 
Of course, the question is whether these tenderers are people who have had 
experience of. this and are sufficiently wealthy to be able to carrv out their 
engagements. . 

Mr. Mitra. — You take a substantial security ? 

^ Mr. Rau.-—\ think about 2 or 3 lakhs. Eor that reason we do not interfere 
with the detailed administration of the Department. 

73. Sir Frederic Gauntlett. — ^Before we go on, might we finish the whole 
of Grant No. 4 ? There are certain remarks in clauses {h) to (1) of paragraph 56 
of my letter, but the only one which I should like to take up is (7;). (1) has 
already been answered and (A), (i) and (j) are comments of no serious im- 
portance. But (7:) may be taken. (Pages 124-125, North-Western Railway). 

Mr. Rau.—I understand the main difficulty was that the basis for distri- 
buting the cost of the Clearing Accounts Office was decided only in Marcli 1928, 
the last month of the year, and the Clearing Accounts Office could not intimate 
the actual proportion of the different Railways till the 23rd March and then it 
had to be forwarded to the Chief Auditors of the different lines, and it was only 
after the close of the year that the question was settled. As a matter of fact, 
adjustments were made in the March final accounts. This sort of difficulty 
•ought not to arise in future years. 

Sir Frederic Gauntlett. — It is only a temporary difficulty ? 

Mr. Rail. — Yes. 

Geaxt No. 5. — Paragraph 57 of the Auditor GeneraVs letter. 

74. Mr. Rau.— May I confine myself to the year 1927-28 in tin's case, 
unless the Committee requires the explanation of previous years ? 

Chairman. — ^We are primarily concerned with 1927-28. 

Mr. Rau. — Out of the savings of 1,01 lakhs under the liead “ Rolling 
Stock ” about 66| lakhs is due to the provision reserved by the Railway Board 
on the B. B. and C. I., E. I. and G. I. P. Railways not being utilised. This 
amount was kept in reserve in anticipation of savings expected to result from 
economies and improvements which were being introduced. Labour troubles 
on the B. N. and E. I. Railways have accounted for a saving of 14 lakhs and 
Jjjjproved efficiency in sheds and shops have resulted in a welcome saving 
of about lakhs. As regards hire charges, the saving is only 3 lakhs and it is 
due— more than half of it— to misclassification of e.xpenditure on the Tirhoot 
Railway, w^hicli is shown on page 169 of the Accounts. These were wrongly 
debited under the sub-head “ Sliscellaneous ” whereas pi-ovision had been 
made under this sub-head. We are trying to avoid this head entirely in the 
Budf^et. The present practice is that hire charges, when the total of the re- 
ceipts and payments results in a payment to other railways, arc tak'cn as an item 
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of expenditure, aiid wlioii tliey result in a receipt from otlier llailways, as a 
receipt. This results in wrong budgeting. Taking all railways together the 
result must be nil or ncgligibic. Wc have modified this practice and we are 
trying from this year onwards to take hire charges altogether as an item of 
Kpenditure, in which case there ought to be very little difficulty. 

75. Chairman. —Vage IGl— with regard to the East Indian Eailway, it is 
stated : “ Due to adjustment made for writing down the purchase price of 
Peninsula Locomotive Workshops, Tatanagar. 

Mr. liau. — IMiat was explained in the Asscmbl}'. We paid 20 lakhs 
but when we went into the matter, we found it was not worth more than 12 or 
13 lakhs. 

Chairman. — It was a bad bargain ? 

Mr. Ran. — We had to purchase it for various other reasons. 

76. Mr. Das.— I would like a reply to the Auditor Gcncrars comments on 
paragraph 71 . 

Mr. liau. — I am more inclined to think that the Eailway Board deserve 
to be congratulated on the fact that the modified grant and the actual 
expenditure diverge in the same direction from the original grant except only 
in one case, namely, the E. I. Railway. As regards the East Indian Railway, 
part of the divergence between the modified grant and the expenditure is due 
to the fact that the former figures included G lakhs for refunds of revenue (as 
the pro\’ision included remissions of earnings owing to the incorrect idea I have 
already referred to) while the booked expenditure included less than half a 
lakh on this account. Another instance which tended to throw out our calcu- 
lations was the labour strike at Lillooah which began in March and resulted in less 
repairs to vehicles. As regards the ]\L & S. i\I. Railway, the information at ray 
disposal does not bear out the statement that a sum of 61- lakhs was withdrawn 
from that Railway. So far as I can see, an additional grant was made resulting 
in a total net grant of 3,02,17 whicli was within 1 per cent, of the actual 
expenditure. 

77. Mr. Das. — ^What about the North Western Railway ? 

Mr. Rail. — In the case of the N. W., Railway, the figures of remissions 
of earnings not collected have been excluded from actuals whereas the grants 
have included the provision on this account. The reason for the increase of 
about 20 lakhs over the estimate of expenditure framed in the coinrse of the 
year is that nearly half, that is, 10 lakhs, is on account of the greater reduction 
of share of worked lines expenditure and the other 10 laldis is mainly due 
to credits for released materials proving to be in excess. The real explanation 
is that the case was not foreseen. 

Mr. Das. — You could not foresee it and therefore you could not arrange , 
for a modified grant ? 

Mr. Ran. — The modified grant was given on the 27th March- mainly be- 
cause the supplementary grant was obtained from the Assembly only about the 
last week of March. Almbst all our figures were based on ranch earlier informa- 
\ tion. 

HeiCPBFinD 
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7S. Sir Frederic GauntJelL—Wh&t was tiie first portion of tlie explanation 1 

Mr. Urnt.—Jn tHat year, the budget for tlie item “Refunds of Revenue ” 
mcluded remissions of earnings not actually received by the Railway. But 
it was decided that in the actual accounts we ought to show only refunds 
actually made and received by the Railway, 

Sir Frederic Gauntlett. — Is the Budget provision going to follow that deci- 
sion ? 

ilfr. Fan. — ^Yes. "We have brought it down from Rs. 36 lakhs to 15 
lakhs. 

79. 31r. JDas. — The Auditor General has made a remark in paragraph 57 

(6) of his letter : “ But the differences between expenditure and the modified 

grant seem rather to indicate inadequate knowledge of the progress of expendi- 
ture”. 

Mr. Rau. — I am afraid it is. 

Mr. Dac. — On whose side ? On the Agent’s side or on the side of the 
Railway Board 1 

ilfr. Fail. — The Railway Board’s information is derived from the Agent. 
In certain cases, of course, we do not always sanction all that the Agent asks 
for, because we consider that there is a likelihood of his over-estimating his 
requirements. 

Paragraph 72 of the Appropriation Accounts. 

80. Mr. Fail. — imderstand that was due to an adjustment of leave 
allowances payable in England having been carried out by the Chief Auditor 
after the month of March 1928 ? 

Chairman. — Still a sum of 11 was withrawn. 

Mr. Fail. — Because he thought it was not required. He had no idea that 
there would be adjustment after the close of the year. 

Chairman. — ^It was unforeseen ? 

Mr. Fail. — ^Yes. 

Sir Frederic Gauntielt.—S>\uQ\j, the Railway people know what people are 
on leave ? 

Mr. Raw.— Sometimes it happens that men may be in another depni^ 
ment, but under our system of allocating leave allowances, a share of it migh • 
come imder Railways. 

Sir Frederic GauntUl.—lt is on the whole possible to make a good guess ? 

Mr. Fan. — ^Yes. 

Sir Frederic Gauntleit.—l only emphasise the fact that you cannot liave 
effective f iiancial control imless you watch your liabilities ? 



243 


Paragraph 75 of the Report. 

81. Mr. Rau.^lu the first place, I think the Benpl Nagpur Railway and 
the Railway Board would like to express their gratitude to the Accountant 
General for bringing this to notice. When I investigated this matter at 
Calcutta it was pointed out to' me that the losses worked out by the Account- 
ant General took into account items which were not ordinarily charged to 
a contractor of refreshment rooms and that it was unfair to charge them in the 
case of the Catering Department. The question of what charges shoidd or 
might reasonably be debited to the Catering Department is under considera- 
tion at present, but I asked the Chief Auditor to give me figures showing what 
would be the loss or gain if only charges which were made in the ordinary 
course to refreshment room ' contractors were debited to the Catering Depart- 
ment. Ror example, on the Eastern Bengal Railway, the contractor is allowed 
the privilege of use free of rent and other charges of all buildings, premises 
(other than residential) and restaurant cars, and of free transit by rail of 
furniture and other articles for the equipment of refreshment rooms, and also 
of stores, wines, provisions, etc., for consumption or sale at refreshment rooms 
to passengers and railway employees. Allowing snmlar concessions to the 
Catering Department of the Bengal Nagpur Railway the financial results of 
the years reported on should be modified to a certain extent. I understand 
the result would be as follows 




Rs. 

1924-25 . . 

. . . . ' . . Profit of 

4,081 

1925-26 . . 

. . Loss of 

78,438 

1926-27 . 

. , Loss of 

27,971 

1927-28 . . 

. ! . . Loss of 

76,129 . 

The exceptional figure 

of 'Rs. 2,14.-,000 shown in the Accountant General’s 


report of 1925-26 includes, I understand, an amount of Rs. 65,800 representing 
the customs duty of previous years debited during that year. It has been noticed 
that there has been a considerable decline in profits from the stores sold and 
increase in working costs from year to year. The Catering Department has 
been thoroughly examined and re-organised and among the measures intro- 
duced for reform of the working of this department may be mentioned — 

(f) Conversion of less frequented refreshment rooms to tea rooms. 

(w) Closing of the refreshment rooms, etc., for the night at 10 p.jr. 
daily or after passing of passenger train, if any, between 10 and 
10-30 p.M. 

(ui) Discontinuance of commission to Managers of refreshment rooms, 
etc., on stock sales. 

(jv) Limiting stocks in refreshment rooms and Central Depot. 

(u) Standardising the articles to be kept in stock in the Central Depot 
and refreshment rooms. 

(«) Re-organisation of procedure eliminating duplication of work. 
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(wV) Revised rules foiMTOtdng off of stores and for sellinci stores belo^ 

price ust rates wliicli requires sanction, of a SurWv Committee 
or of the Tralhc Manager in future. 


• a 1 ^iiderstond that the reduction of establishment consequent on the 
introduction of the ^D^Tlsed procedure from the 1st May 1929, lias so far amount- 
ed to about Es. 42,000. It is expected that until the changes now introdneed 
the imancial position of the Catering Department will in future rewala profit 
on the operation of the department. 


82. il/i. Deis. Is the Bengal Hagpur Bailway Hotel at Puri runuino' at 
a loss or a profit ? ® 


ilfr. Dan.—X am not quite sure that it is running at a profit : I mther 
think it is running at a loss. 

83. ilfr. Das . — I would like to know from the Accountant General what 
ho thinks of Mr, Ban’s explanation. 

ilfr. Kaula . — Tiie figures liave not }-et been scrutinised. They were 
supplied only about a month ago. 

84. Colonel Gidewi /. — The economy of Bs. 42,000 wliioli you reierred to — 
docs it include a reduofiou of the salary of the senior officer ? I understaud 
that the Officer in charge of the Catering Dcp.artment gets nearly Bs. 2,000. 

Mr. Dau . — I do not know about that. I have been told by people who 
have travelled on this line that the caterhig arrangements on the Bengal 
Bagpiir Bail way are distinctly superior. 

Colonel Gidnci /. — They are the best in India. 

JXr. Das . — That is the only good opinion about the B. Iv. B. 


Sir Frederic Gaiintlelt . — ^The Bailway Admiuistratiou is entitled to ask us 
to draw a line between contractor’s charges and other charges. That is onlr 
fair to the Railway, because you must judge it in comparison udth what would 
happen if it were given to contractors. 


85. Colonel Gidnct /. — ^Am I right in assuming that it is the intention of the 
Eastern Bengal Railway to take over its catering ? 

ilfr. I do not think that tfie Eastern Bengal Baihv.ay iias any such 

proposal before it at present. The B. I. Bailway wore investigating the pos- 
sibifity of taking over its catering, when we sent in a copy of this pamgraph of 
the Boport to them. 

jS'fV Frederic G'nintle!!.-—! have considerable ex}!crience, .and I say that the 
catering on the E. I. Bailway has fallen domi. 

St). Cohnd Gidnei/.—yiay I have an answer w my question, whether yots 
propose to have anv economy in the pay of the oiiicor in tliarge f 

ilfr. Fau.—X have been informed of the reduction of estahlislancnt con- 
senuout'ou the introduction of the revised procedure. I do not know whether 
the reduorion includes a reduction of the salary of the head of the department. 
It might be false economy to put- in charge a man who does not kifow nmea 
about 'it and has not sufficient experiouco. 
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Mt. Mitra. — Cobnel Gidney says he is getting Es. 2,000. 

3ir. Bau . — I do not Iniow. 

87. 31r. Mitra.— ^ os, tliere any change in 1925 ? Because, according to 
both accounts, there was a profit in 1924-25 and a loss in 1925-26, and it was 
the largest deficit. 

Sir Frederic Gauntlett. — The explanation has already been given. It 
was due to the pa 3 nnent of customs charges, which related to previous years 
also, in that year. 

G/m'maw.— We can record that the sub-committee is satisfied about the 
efiort that is being rnade for reducing expenditure. 

Paragraph 76 of the Report. 

88. Mr. Ran. — ^The Chief Engineer after discussing with Messrs. Braith- 
waite and Co., the ways and means for the carrying out of the very urgent and 
difficult work of repairing the main girders of the Mahi bridge which had been 
damaged by collision with a derailed goods wagon received from that firm a 
letter detailing the terms under which they were prepared to execute the 
repairs. The Chief Engineer then discussed the terms with the Agent who' 
agreed to accept them whereupon instructions were issued to the company to 
carry out the work accordingly. 

Colonel Gidney. — Here is an instance in which a senior officer in a Railway 
did' not know the Yerj elementary rules of giving contracts and yet no action 
was taken against him. 

Mr. Ran. — I cannot understand what else he could have done. He had 
to carry out a certain urgent work of repair. He took the orders of the Agent, 
and then accepted the terms of the firm. Probably that was the only firm that, 
could carry out the work in the quickest possible time. 

Chairman. — How did the Chief Engineer get the orders , of the Agent 1 
Informally, ?. 

Mr. Rau. — He got verbal orders of the Agent. 

Sir Frederic Gauntlett. — The question of vital importance is getting, an 
agreed statement of fact. 

Paragraph 77 of the Report. 

,89. Mr. Rau. — The calling of tenders for the supply of wood fuel was a 
survival of the- practice which obtained when the railway fuel supplies camo 
from any wooded tract nearby; For the last six years, the railway has only 
been able to obtain its wood supplies from the government forests v/lrich arc, 
worked by the contractors chosen by the Ministry of Forests on the re.snit of 
public tenders. Since only the contractors who had obtained c<';ntr;icf/-;from. 
the Ministry of Forests were able to tender successfully for rajjv/;iy fuel con- 
tracts — no outsiders cotildwork in the forests — the practice of calling for bndens 
has been abandoned by the railway from 1928. As rcgnph the other qucaVions 
raised by the Auditor Generafi the matter has been referred Vy Ifu; Agent of 
Burma Railways whose reply is awaitedi As regards l';,e hret two quee-iices- 
I- can certainly reply that the Railway Board agr:oe e,wA'e.-r y/ftf/ the 
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that ordinarily it is desirable to enforce the penalty clause where it exists. As 
regards the other questions, I cannot answer now as I am awaiting further 
information from the Agent. 


Mr. draw your attention to the following sentence in paragraph 

77 : “ In no year could the contractor supply the stipulated quantity of 
wood fuel, but stiU the penalty clause was not enforced ' 


Mr. Rau . — That is what we are asking the Agent to explain. 

Mr. Das . — In paragraph 3 the following sentence occurs : “ The explana- 
tion of the Agent for adopting this unusual procedure was that the old con- 
tractor had on the ground a balance of 1,200,000 cubic feet of wood fuel ” 
How do you reconcile these two sentences ? Apparently they are con- 
tradictory. 


Mr. Rau . — That is what we are asking the Agent to explain. 

Paragraph 78 of the Report. 


90. Mr. Toiver . — The transhipment of packages actually had to be handled 
by the contractor in three operations. On this account additional pay- 
ment was sanctioned. This additional payment was cancelled when the re- 
vised form of agreement was drawn up. The overhead charges in the bills in 
question were made through a misunderstanding of the agreement and in both 
oases the overpayments were recovered. The matter was thoroughly investi- 
gated and as it was found that there was no fraud intended the parties respon- 
sible were only warned. It is the practice at many stations on the Great 
Indian Peniusula for station masters to undertake handling of goods and this 
procedure has been found to be better than the handling of the work by out- 
siders. It has been stated that the Traffic Manager certified these bills -without 
checking. That is actually done by the Di^’^sional Superintendent in the course 
of audit. 


Sir Frederic Gauntlett . — The point is that the Divisional Traffic Manager 
has to certify as to the accuracy. That means that he has to make such 
arrangements as will generally ensure the accuracy. He is responsible for 
applying such checks. If in fact the checks can only be employed in the course 
of yearly inspection, he has to devise a system of local inspection which will 
enable the checks to be properly applied during the inspection. 

Mr. Toiver . — It is not for one moment suggested that he has to verify 
each individual bill as he passes it on. What is meant he must have some 
system whereby he can fulfil his responsibility for general accuracy. 

Mr. Rau . — In the case mentioned in the last sub-paragraph the furfher 
promotion of the clerk responsible for the unsatisfactory check was stopped. 

Colonel Gidneij.— It is the district traffic inspector and the auditor who 
are responsible. Why should the poor clerk be punished ? . These arc glaring 
instances of senior officers being let off and subordinate clerics being taben o 
task. 

Mr. Rav.—l think the Auditor General has properly stated that the respon- 
sibility of the Dhdsional Traffic Manager was that he must sec that proper 
checks are applied and he did it through the commercial and audit m.spector . 
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Mr. Toircr . — The Divisional TmOic Manager lias to check 70 or 80 stations 
and he cannot find time to attend to his ordinary work. 

Sir Frederic GauntklL — "Were any irrcgnlaritios found out by tho Trafiic 
Manager after eh ode '? 

Mr. 7'oiecr. — Yes, in some eases. 

Para{]raph 70 of the Rnporl. 

91. Mr. jRau . — The Great Indian Peninsula road van .services consists 
of nrcg\ilnr number of section vans at. certain t rains which clear small consign- 
ments from road side stations. The work of handling road van packages is 
laborious and costly and the sorting and t.rnns)iij)ping of packages from one 
van to another involves twoand .■-■omet ime three operat ions. In some eases tho 
packages have to be carried considoralde distni^ces from one wagon to another 
for loading in the van and loaded to the section concerned. It is thcreforo 
not possible to compute an acceptable rate for handling on an actual ton basis. 
The contractors have incidentally t o perform many other duties free of charge. 
If railway labour were employed the cost would be much greater than tho 
rates at present .shown. 'Die four ton rate for .section road van trafiic was 
completely reviewed by the Agent who con.sidcr.s the prc.sent sy.stcm to be tho 
most economical. I am not however quite satisfied that a system which 
results in payment of a charge based on weight more than three time.s the 
weight handled can be quite economic and I .shall ask Mr. Scott to make 
a separate independent investigation into this ease. 

92. Sir Frederic GaunflcK . — Am I to understand that tho position is 
that it is agreed that pajrment is never contemplated according to the actual 
weight handled 1 

ilfr. Fau . — That is so. It is said that the weight would be taken as four 
tons, whatever the actual weight. I do not think that system can be good 
economy. 

93. Sir Frederic Gaxmtlclt. — ^Don’t you think that by making two or 
more loadings for the same day the contractors receive pa 3 anent for very much 
larger quantities than they actually handle ? 

Mr. Tower . — It is not necessarily so. 

Sir Frederic Gamtlelt. — My question has not been answered. My point 
is that by making two or three loadings the same day, the contractors receive 
payments for very much larger quantity than tlicy actually handle. The impli- 
, cation there is that if somebody had ordered him to do the Avhole thing in 
one loading, the actual payment would be less. The contractors can play 
about it when he likes and what he likes, and receive much more money for 
doing exactly the same amount of work. 

Mr. Tower . — I do not know how this comes in. 

Sir Frederic Gauntleit . — ^It was discovered that this system of payment 
was open to abuse as by making two or three loadings the same day, the con- 
tractors receive payment for a very much larger quantity, than they actually 
handle. 



^r. I (io not how dp it. 

Sir Frederic Gaurdktt.~Ky whole comment is based on the supposition 
that yoj^ statemmt, is. correct. If the statement, of facts is not correct, 
then my comment falls tnrougb. Will you please ascertain whether the 
statement of the facts is correct ? 


Mr. Rau . — I gather from the explanation that it is the rate per van and 
that the actual number of operation's would not matter. 


M?'" statement is not challenged. 

ilfr. When it is according to the rate per van, there will not be 

any payment on the actual number of bperationsi ’ 

Mr. Tower. — Tbis_ sysmm i.s npt open to abuse. 

Paragraph 82 of the Report. 

94. Mr. i?aw.—Gn account of reports that pyer-cro.^ding.vfas ta^g place, 
it was decided as an e^eriment’ to lunit the, loading oAcattle' to i Ahead per 
wagon in local bop^g, blit when’ it was found tha,f these, orders, were stifling 
the traffic, the number per wagon was increased to 20 head fpr'cattlepf stiinted 
^owth. On the south-east section of the Great Indian Peninsiila the cattle 
for export are very small in ^e and fpr.years past 23 head of cattle per wagon 
have been loaded on this sectipn. It was pn these bookings that the Chief 
Auditor debits the charge at the rate of. full additional vhgoh whenever more 
than 15 head of cattle were loaded. Had an attempt been made to recover 
the undercharges from the consignors, or had the Chief Traffic Managerlnsist- 
ed on only 15 head of cattle being loaded the traffic would have been lost to the 
railway.' When the Chief Auditor objected to the term ‘ cattle of stunted 
growth ’ he was asked to suggest a bettor expression but was unable to do so. 
The terra, therefore remains. 

Mr. Tower . — This is a very heavily competitive traffic between the Great 
Indian Peninsula and the Bombay, Baroda and Central India for supply of 
cattle for slaughter in Bpinbay. It is a fact that the cattle of Shplapur 
ffistnet are very small in size and they would allow as many as 23 to be loaded 
in a wagon. When the limit of 15 was fixed, the traffic in the south-east was 
never taken into account. As regards the term ‘ stunted growth ’ we have not 
found any better term. 

Mr. Mitra . — ^The point is when there is a rule, it must be strictly follow- 
ed, unless it is changed. So long as there is a rule, it must be carried out. 
If there is sufficient reason, they can get the rule changed. 

Mr. Toiver.—’Wh.cn they made .the rule, they evidently forgot the existence 
of south-east. 

Chairman.— Wh .0 decided whether the cattle are stunted or not ? 


Mr. Tower . — ^All of them are stunted. It is well-known. 

Mr. Mitra.— Ffkeu there, is a rule, why should you leave the discretion 
to the station master or to any subordinate in the station to load many 
cattle as'they like 1 They ought to have represented to the Dmsional i mine 
Manager to get the rules changed ? 



Mr. JojaT.— They did rcj're'^o.nl; to t)ic Divisional TralVic Manager. 

95. Sir Frederic Gaundrti.— d do .sympathise witli the audit heing asked 
to aipply a very loo.^v term as ‘ sttintc*d growth '. 

Mr. Toucr.-~('i\\\ it of small sir.e, if you hlco. 

Mr. /vaiz/a.— You can dese.rihe the area and say that cattle froiu that 
area could be loaded to such and such a number. 

Sir Fredcrir GnuvtkH. — If you .say that in a particular area 25 head of 
cattle could be loaded, tlum it makes the task of the audit easier. We want 
some precise term. 


Parnffrapli Sd of the I\e]X}rt. 

9G. Mr. This is a case of great importance. My first, imjuc.ssioti 

was that it was most exlr.aordinary that an .Agent, of a Ilailway .should want 
to present 171 lakhs to another r.aihv.ay. 1 thought, therefore it was possible 
that the Chief Auditor in advcaituring into n\ieslions of which he had no parti- 
cvilar knowledge was making a mistake. The avenige freight, jiaid to the 
Bengal-Nagpur Itailway was 1-9G ]){es per ton mile and the Agent c.k- 
plains that the Chief .Auditor'.s ])roposal would luivc cost the Great Indian 
Peninsula Railway 2‘.5 pie.s ])er ton mile. Moreover, I do not think we 
should look at it merely as a ([Uestioi\ of the Gre.at Indian Peninsula Railway 
alone. After all, all these railways arc owned by the hit ate and it would not 
be economical on the whole to route the trallic 22.5 miles longer in any case. 

I should like to know whether the furtlier report that tlie Director of Rail- 
way Audit expected to get has been received. I undor.staiul this question 
was again and again discussed bv tljc Cliicf Auditor with the Chief Traffic 
Manager and the Agent and 1 thouglit the question wlicthcr tliojo w.-is a loss 
is a question of fact which ought to liavc been .settled long ago. 

Chairman. — "With regard to the que.siion of treating all the railways as one 
system owned Ijy the State I should like to point out that the results of each 
individual railway axe judged separately. 

Mr. Ran . — And so naturally the Agent would like to get the most traffic 
for himself but Avould look to the net gains, and not the gross receipts. The 
Agent’s contention is that if he had followed the Chief Auditor’s advice, he 
would have lost money. 

97. Mr. Rau . — Mffiat is the result of the examination of the Chief Auditor 
on the question whether there was a defect of system ? 

Mr. Kaula. — The Chief Auditor has reported and we have passed it on 
to the Railway Board. The Great Indian Peninsula Railway contend that 
it is the cheapest from their point of view as otherwise there would be an in- 
crease in their own working expenses. I would like to know if the Railway 
Board accept that. 

98. Mr. What I would like to know is whether the Chief Auditor 

agrees with the Agent that the working expenses would have been increased. 
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Mr. Kaula . — The Chief Auditor declines to take any responsibility for cal- 
culations on that basis. The Chief Auditor has made a certain report on the 
basis of certain statistics. Having done that, I do not know what else is required 
of the Chief Auditor. 


Mr. Mau. -The Chief Auditor believed that the Railway was losing 17| 
lakhs from April 1926 to September 1927 and unless he has come to the conclu’ 
sion that the Agent was correct in saying that there was no loss the question 
cannot be left by audit where it is. 

Sir Fr^eric Gauntlet. — think this statement of the case here by the 
Chief Auditor apparently takes into account only the actual amoimt which 
might have been earned by the C. I. P. Railway if another route had been 
adopted, or rather the difference, between that amount and the amoimt that 
would have been earned by the route that was actually adopted. The reply 
of the railway company is that that may be true but the fact remains that it 
would actually cost the G. I. P. Railway much more to draw the coal 
over the railway. I understand that Mr. Kaula has now got a note from the 
Chief Auditor in w^hich apparently he acquiesces and then left it to the Railway 
-Board to decide whether the one should overweigh the other. This is unfor- 
tunately one of those cases which are not completely stated. I do agree that it 
is unfair for the Chief Auditor merely to quote one side of the case. It is a pity 
that the Chief Auditor and the Agent did not go through it together. Anyway, 
from the 1st October the G. I. P. Railway will come under Mr. Ran and then ho 
■can rnake his own inquiries and he can take what steps he chooses. For the 
present I thinic it would be sufficient for the Committee to say that they have 
heard the case as presented by the Agent and they feel very strongly that this is 
another case which shows the absolute necessity of having an agreed statement 
■of the case put forward in these reports. 


Paragraphs 86-89 of the Beport. 

99. Sir Frederic Gauntlett. — ^Paragraph 58 of my letter. Mffiy wastlio 
supplementary grant so inadequate ? 

Mr. Rau. — Though it was presented on the 27th March it was really based 
on figures much earlier. In that year wc bad given special instructioiis to s ow 
down tbc capital expenditure and w^e thought w'c could keep within the o a 
grant of 30 crores but the total expenditme was 32tl crores. 

Sir Frederic When you are presenting siipplomoiitary demands 

is it not possible to obtain tbc latest figures ? 

Mr. Rau.— Yes, but the latest figures were the January figiu’c.s and 
two months are the months in wdiicli the heaviest expenditure tales p ace. 
is W’hy tlie Raihvay Board would welcome a change in the railv. a^ } ear. 


Page. 181 of the Report— B. N. Ra ihcag. 

300. Mr. Raw.— When the provision for the new 
khana Cliandil Railway) was proposed it was f p{ 

wmnld open in 1926-27 . But it was opened earlier and naturall} a ^ood 

the expenditure was taken under Open Line. ^ 

Sir Frehric ammttM.-Rvii. 13 ® '-'V >' '™“ 

ordinarily take a long time to spend that. 


j\Ir. Tou'cr. — Townnl;^ tho Intior ]>ar( of ji rnihvny roiifit motion. laying 
the rails, etc,, you suddenly get a quick rise in ('xpcnditure. 

• I^nraip aph 00 of (he Jh'porL 

101. il/r. Uan . — ^Taking the Auditor General’s comment I undenstand. 
it has been the practice in the Burma Knihvay.s for Sf'.vorul year.^ to supply 
quarry contractors with plant free o( charge, and they claim that in rciurn tho 
railway obtains its stone metal at, considerably lower rates than the P . ^V . B. and 
other users. I am not convinced that this procednre can he entirely satisfactory 
as it is olnnonsly difixcult to make sxirc that, tho railway obtain full value for tho 
free seTvicc.s they give. I am asking the. Agent , Burma Bailways, for figures to 
Buhstantiatc his claim that this arrangeimuxi is on the whole coononxical. 

Tho crushers were obtained ber.anse a large quantity of balla.^^t. wn.s re- 
quited for the purpose of doubling the. line from Pyuntam to Pyu and Pyuto 
Kyvmgon, and it was dc.'^ir.ahlc to obtain .such ballast from a nearer source of 
supply than cxistixxg quarries, partly to avoid dtday in supplies and partly to 
avoid the long lead from existing quarrie.s. h'or these reasons it was decided to 
open np a quarry at I’yu. Tho crnshor.s could not he nt ilised at Pyu. as stated 
in the report, because unfortunately the snjqxly of good .'’tone gave ont at a 
small depth below which only sand stone was found, which did not warrant tho 
tiBc of crushers. Miuc.s and quarries are notoriously uncertain in development 
anditis difhcnltio disputothe assertion that itvras impos'^ihlcto foresee at tho 
time the difiicultios that were lilccly to arise in nt ilising the crushers. The plant 
was subsequently and is still emjdoycd in crushing stone for revenue 
purposes, and consequently the debit was later transferred to revenue. 

ilfr. Das. — ^Do you not think that the Railway Board ought to exercise 
greater vigilance when the coixtract with a particular railway is about to come 
to an end ■? 

Mr. Ran. — c realise that. In the case of the Burma Railways the Controller 
of Railway Accounts went out to Burma to see that the stores were correctly 
valued, and to sec that all possible qxicstions of allocation were settled in time. 

Parapaph 9J of (he lieporl. 

102. Mr. Rau . — The Agent has explained that the mistake was due to 
excessive zeal and the Assistant Engineer concerned was warned, hut in the 
circumstances no further disciplinary action was considered necessary. In 
order to prevent a similar loss in future arrangements have been made for the 
freer use of cement instead of lime mortar in the lower courses of large structures 
and for more frequent inspection by administrative officers. 

The matter has again been carefully considered by tbc Railway Board who 
have finally decided not to interfere with the judgment of the Agent as they 
consider a more severe punishment might tend to have undesirable effects to 
ffishearten a junior officer and instil generally an undue and possibly ultimate- 
^ expensive caution. Apparently no directions were given to the Assistant 
Engineer. But now arrangements have been made for the freer use of cement 
instead of lime mortar. The Assistant Engineer wanted to get on with the 
work quickly before the monsoon came on. 



252 


Sir Frederic Gauntlett . — is a matter of teclmicai knowledge wliich onglit 
to have kept tke Assistant Engineer straight. 

BIr. Rail . — This is a matter in wMch. the District Engineer must share a 
part of the responsibility as the railways are divided into districts and the 
District Engineer was there to supervise the work. 

BIr. Rq^.—We must taist the. Agent in this case, and generally we are 
reluctant, to. int^erfere vdth the disciplinary action taken by. the Agent unless it 
cap be taken as a deliberately perveme judgment. ; , 

Chairman.— ls.it because it is a company line or is it the general policy '? 

Bdr,. Rqu . — It is the Agent who knows all the circumstances of the case : as 
regards cornpany lines, as I have already e:^lained, it is much more difficult 
for use to interfere. 

Sir. Frederic Gauntlett . — -Is your expression, of the attitude of the Railway 
Board, in these cases , a perfectly general expression, or does it apply to this case 
pnly ?, 

Mr. Rau . — I think generally that is so. 

Sir Frederic Gauntlett . — I would still press this case I think it is a parti- 
cularly bad case. 

Blr..Rau.—l would say this : that if in the opinion of the Eailw^ay Board the 
action taken is seriously inadequate, they would certainly take steps to insist on 
the Agent, taking more severe action in the case of the State Railways . ni in 
the case of Company-managed rahwaysthey would express theiir opinion ana 
tell the Agent that in their opinion more severe action ought to have been talcen, 
as in many of these cases they are going to do. 

Chairman.— 'SNe must say that we are not satisfied with the e.xplanation 


given. 

Paragraph 92. of the Report. 

103. Mr. Raii.—As regards these purchases, the Agent has 
all concerned have been warned to buy according to the ru es anc au i i 

tions. ■ . 1 ru 

Colonel Gidney.— This is a case in which the Executive Engineer c i e- 
rately did a thing which he should not have done, and it has entailed 

Mr. Rau.— But the explanation is there, that it was 
gency. The Chief Engineer has realised the position and issued the 

instnictions. 


Paragraph 94. of the Report. Shoranur-RUamhur Rathray. 

lot. Mr. Ran.— The guarantee in this f on <hc 

rough and ready basis ; tliis being one of the first ; ^ px- 

guarantee basis' From the rough estimate of ^ ce.nt.r»n^l 

nenses it was considered that the line would ^ ‘ a-ufmnal 2 

the Madras Government rvas therefore a total of; (if* 

make the return 6 %. The actual guaianteo uas Dasert upon 



iaklis ns by tlic time this was communioaled to tbcm it. hn<l been Icnowii tbat 
tbe cost of land assomccl in the original estimate wonh! be increased by 
about 7 lalclis. 

The revised estimate for I^s. 86,09,000, not 81,00,000 sanctioned by the 
Railway Board in June 1928 inchitlcd t.wo items which were not. included in the 
original estimate. One was for Bs. 8,05,000. interests on ca])ital diiring con* 
Btruction ; the other was for Bs. 2,48,000, the pro})orlionate cost, of the junction 
arrangements at Shoramir which it was originally a])parently intended to carry 
out as a separate work but which the Ballwny Board decided .should be taken 
into account in calculating the cost of the railwa}-. Taking tlicsc t.wo items 
into account the actual diUcrcnce is onl}' about 01 lakhs— a trillc less than 10% 
on the original c.stimate which is not unreasonal)lc in itself, (It is possible, 
however, that owing to our maximum guarantee fixed at the figure of 1,39,000 
there might be a loss for the first, few years). 

105. Sir Frederic Gounfldt . — There is onl}’' one further jioint in paragraph 
58 — (page 182 of the Beport) — this is a ease of a failure tx) rcappropriato and 
cover excess. The most important ease is the hi. S. M. The excess was not 
covered by reappropriation. 

Mr. 2?ou.— The Bailwa}' has explained that the excess is chiefly due to 
stores adjustments in the latter part of the year which were not anticipated. The 
total capital grant is not atlected in any way. 

Sir Frederic Gavnilctt . — This denotes inadequate Icnowlcdgc of the 
progress of expenditure. 

Mr. Rau . — ^Partly of course it is due to the orders of the Bailway Board to 
reduce capital expenditure on new construction. The Agent thought he w^ould 
reduce it, and he kept bis cash expenditure down but lost sight of his stores 
adjustments. I agree that he ought to have Imomi it. The other item is the 
Droiiachellam Kurnool Bailway ; that I understand is due to heavier expendi- 
ture on girders received from England and anticipated credits not having been 
reabsed in full. That line has now been handed over to the N. Gf. S. B. 
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Sir^ Frederic Gaunilett.-^Uhe rule wMcli tlie Railway Board issued fixing 
the limit at 1,600 cwts. was changed to six months’ consumption ? 

Mr . Rau. — I think the general rule issued by the Railway Board was three 
months for indigenous material and 6 months for foreign material and it 
should be taken, as cancelling the special orders. 

133. Mr. Das. — Such costly materials as tin ingots — ^why should each 
railway buy separately and why should not the Railway Board pool the orders 
of all State-managed railways and thereby get the materials at cheaper rates 1 

Mr. Rau. — I do not think the consumption for all the railways is of great 
importance. We do not have centrahsed purchase except in the case of a very 
few items which are really important, like timber, wagons, locomotives, etc. 

134. Chairman. — Paragra'pJi 121. — ^How was it that the irregularity was not 
detected ? 

Mr. Rau. — The irregularity continued for some years till it was detected 
in audit in June 1927. You will have to ask Mr. Kaula about it. 


Mr. Kaula. — The explanation is that originally there was no staff for higher 
audit. 

Sir Frederic Gauntlett. — I do not think you can quite condone the failure 
to watch this. I should accept the criticism that it ought to have been done. 

Chairman. — Even under the unified system ? 

Mr. Rau. — It has been discovered under the unified and not under tiic 
separated system. 

135, Mr. Rau. — Paragraph 122. — On the last , point raised in 
the Accountant General I shall, if the Committee like, read an extract uoni 
letter of the Agent, South ludian Railway, on this point which puts is ca 
better, I thinlc, than has been presented in this paragraph. 

Sir Frederic Gauntlett. — ^The last six hues would not have 
this report except for the quarrel with the Madras Corporation. 
continues the story and the audit in fact would not have drawn a ' 
cracks. Certainly I should not, but for the fact that a principle is i 
in the first part of the paragraph which is that before you start a ]0i 
you must come to a definite agreement with the other party. 

Mr. Rau. — They had come to a definite agreement w’hich the i 
Corporation had accepted. The letter says “ This bridge is ^ 

has turned out to he an exceptionally treacherous area for j f tiiis- 

of opinion that when the structure was erected it was impossi i e jf by 
It would, of course, have been easy for any Engineer to make indica- 

utilising much deeper foundations or by iutroducing^piies, u no =. 
ted that such expensive foundations were warranted. 

“ The number of failures due to insufficient foundations is exceeding >■- 

compared with the niunber of foundations being constan ’ ' I to 

exceptional circumstances such as tliis. the faiUue of a^ o xinuwiy. 

considered to the discredit of an Engineer, it can only nave 
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to re.udGr Engineers unnecessarily cautious with the result that the cost of 
foundations thro\ighout the railway will he appreciably increased to no pur- 
pose.'' 

The Corjioration said that ihey wotild share the original estimate but that 
the actual amount of the revised estimate was exorbitant, and in spite of 
coiwincinc reasons adduced l)v the A«i(!nt thev only agreed to the amount as 
stai<;it in the rejinrt. It was a com|»romise that was arrived at. 

htl'i. Mr. liau.—l^iratjraph J'23. — Work on (his colliery started when 
coal prices wore high. but. they laive. declined since and the llailway Board 
have had to reconsider lh<' ])ositii)n. The amount of co:d which the Railway 
Board decides to raise from the various collieries, the projiorty of the 
diftorent railways in India depends a good deal Ujion the market ])rice at which 
they find thcnisclves able, to purchase at any jiaiticular time. These collieries 
are looked upon to some extent as a reserve on which railways can draw should 
market price move against them. Obviously this enables the Railway Board 
to keej) a better control over prices than they could otherwise do, and it was for 
that reason that wcwk on the Religara-l)ari C’oUiery hud been .suspended ; 
and for the .same reason it is im])o.ssible to give any a])))ro:<imato date wlien 
raisings from Religara wouhl be re-commenced. It all depends on liow the 
market moves. Tiie Railway Boanl look into this (picstion frequently, parti- 
cularly at the time of the annual consultations with the Chief itlining Engineer 
when it is decided exactly liow iicst to obtain the coal required for Railways in 
the ensuing year. 

Chairimin. — W'c hope wc shall have commercial accounts of these 
collieries very soon I 

Mr.Iiau. — Wc have placed our recommendations before the Standing 
Finance Committee and they have not had time to go into it. 

137. Chairman. — Grant No. 8, paragraph 59, page 201 of the Accounts. 

Mr. Ban. — I quite recognise the justice of the A\iditor General’s comments 
in reference to the last sentence on page 204. Tliat was clearly a mistake but as 
regards the others I understand that the effect was that the sanction to the 
reduction of the rolling stock was issued later in the course of the year. 

138. Chairman. — Page 206, Great Indian Peninsula. 

Mr. Ban. — Here, they did not anticipate that the charges will be .so much 
and they reappropriated a greater portion of the amount. 

139. Chairman. — Paragraph 127. 

Mr. Ban. — ^We have decided to adopt the procedure mentionfal in (Jiis 
paragraph, hut have been trying to persuade Conipany-mnnng(>fi railwaya to 
adopt the change in their accounts so, that there will not Ix! any neenHuity for 
obtaining information with regard to these credits scparalxdy so an If) midfc the 
necessary adjustments in the Government accounts of tlic railv/ay. We made 
a reference on. the subject to Companies’ lines in November 1928, iVlfist of Tie 
replies have since been received and they indicate that thf're in no possfif^y,'' 
of OUT getting all Companies’ lines to agree. I’lie prowdtmt will, howevic. -aJ 
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given effect to in tlie accounts of 1929-30, and if a supplementary grant is 
o ArLegisSf ^ winL^ession 


140. Ghairman.— Paragraph 128. 

Mr. Rau.~The only question that remains is as regards the adjustment 
to be made m respect of past transactions. I have asked the Controller of 
ttailway Accounts to work out the details of the amount involved in con- 
^tation with the Director of Eailway Audit, and thereafter shall consult the 
hmance Department. 

• ^’J^ragrapli 129 . — I understand the Eailway has been ad- 

vised that the schedule of rates signed by the contractor were perfectly proper 
ana legal documents. They state definitely that there was no understanding 
that all the works at Anara would be entrusted to the contractors. The Chief 
Engineer gave them no such undertaking, and the District Engineer had no 
power to do so even if he wished. 


The difficulty was apparently that the rates that had been framed might 
have been held to be too low considering the actual conditions in which the 
work was carried out and the administration was afraid that if the matter 
was taken to court the contractors would be awarded higher rates. It was 
' e^lained that the question at issue was really what work was provided for by 
giving schedule rates and what was not ; and their experience was that in case 
of doubt the courts ordinarily give the contractor the benefit of it. The ar- 
bitrator apparently proceeded on the time-honoured method of taking the 
mean between the two,, and though the Eaiiways were advised that the award 
would be set aside in a court of law they preferred for obvious reasons to have 
a compromise. 

The sanction of the Eailway Board should have been obtained before the 
dispute was submitted to arbitration ; but after consideration of the facts of the 
^,, case the Eailway Board do not thinlc that they can with advantage press for 
severer disciplinary action against any person concerned because it is difficult 
to fix the responsibility for this on any particular officer. 

The Railway has now prepared new forms of tenders for different work 
which lay down the conditions on which a tender is based in a very clear manner. 
These forms have been, prepared in consultation with their solicitous. 

142. Mr. Das . — In view of the fact that the Bengal Nap)ur Eailway did 
this without the sanction of the Railway Board, did the Eailway Board take 
any disciplinary action ? 

3Ir. Rau.—lt was difficult to fix the re.sponsibi]ity on any single officer. 

143. Colonel Gichey. — ^Don't you think the Agent was respon.sible ? 

i¥r. Rau.—We cannot take the Agent to task for every single item. We 
have told the Agent that the sanction of the Railway Board ouglit io have 
been obtained. 

144. Colonel Gidneg.-AYhat is the difficulty in placing the respon.sibihfy 
on the Agent ? 

Mr. Rail . — Do you mean to say that wc should fine hin. Bs. 6 or suck liim. 
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il/r. Chairman. — You could ccrhdnly communicate tlio matter to the Home 
}5oard ? 

Mr. Jinn. — 1 don't ilnnk you co\ild write alrnij'litaway tn tlin Homo Board 
if in one ease tlic Agent, goca wrong. TJie Bengal Nagpur Railway has improved 
so much during the. Inst t wo years that we did Jiot want, to complain to the Board 
about, the past. 

bln. Sir Frairrir b'aMa/h //.- Tiiorc is oiu* ])oint. to which T should like to 
draw the attention of the ('onnnittee .and that is the f|uestion of the delays is 
not at all referred to in the explanation. 

Mr. Fan . — The ,‘\gont did not agree that the award was justified and tlic 
only reason for the railway agreoiug to pay the contractor was apparently that 
they wore satisfied on the question of low rates. 

MG. il/r. Has. — I find there .arc contractors who also take atlvantage of the 
loopholo.s. 1 think tlicir name should ho struck nlT, I thiidc the committee 
ought to recommend it ? 

Mr. Fan. — Merely because lie stood on In’s riglits ? 

Sir Frederic Gauntlell.—l hanlly think it would be equitable as the con- 
tractor brought a ease ag.ain.st the railway and won it. 

M7. Sir Frederic Oannthtt. — In the Statement of Claims there is no refer- 
ence whatever to the view that the Railwav Board has taken on the finding 
of the arbitrator that there wa.s definite delay which enabled part of the scheme 
to be substantiated against, the com))anv. We do not know wliether the 
Railway Board lias expressed its views to the compain- on that question. 

Mr. Fau. — ^AYc did ask the Bnilwa}*. I have a letter from the Agent. 
This is what he says ; 

“ iUthough there is of course not the sliglitest suggestion that the 
arbitrator dealt with the case in a raor.ally improper manner, 
OUT opinion backed by Counsel is th.at technically the award 
is definitely irregular and improper in that it ignores legal con- 
siderations and admits irrelevances as governing the decision. 
The Railway Board arc of course aware that serious disputes 
are always liable to arise over works of magnitude carried out 
by contractors no matter liow carefully or elaborately the con- 
tract may be drafted by solicitors and where a dispute has 
reached the point at whicli the parties cannot arrive at a settle- 
ment between themselves recourse has to be had either to a 
court of law or to arbitration. Where the dispute involves 
detailed examination of complicated facts, circumstances and 
figures, legal proceedings must inevitably be exceedingly costly 
and protracted and in such cases as this, it would be virtually 
impossible to get the full facts before a non-teohnical courL 
On the other hand if the dispute is referred, as in this case, to a 
technical arbitrator, there is always the risk of the. arbitrator 
dealing with the matter without full and due regard to estab- 
lished law. As I have already stated we have strong legal advice 
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tlia^ the whole basis of the award was irregular. Correspondina- 
Ij, comments of the arbitrator on faults of planning, organisation 
and control on the part of the railway authorities are pure 
irrelevancies which form no proper part of an award.” 

148. Mr. Miira.— Now it is clear from this that the award may he set aside 
only on technical grounds. 

3Ir. Rau. — On legal grounds. 

31r. Mitra. There is nothing to see that the arbitrator’s decision on the 
points raised were correct or not ? 

ilfr. Rati. — The arbitrator’s award might be reasonable. I do not say 
that it is unreasonable in itself. 

149. Ohairman.—Rt what stage exactly did the matter come to the notice 
of the railway ? 

Mr. Rau. — After the settlement. 

150. Sir Frederic Gaunilett. — Is the Railway Board satisfied after careful 
perusal of all the papers that there was no delay which would justify the arbit- 
rator in Coming to the conclusion ? 

Blr. Rau. — The Railway Board’s opinion is that in the circumstances of 
the case there is no advantage in pressing the matter fmther, especially as 
these are Company -railways. I cannot say that I am satisfied that there was 
no delay. 

151. Sir Frederic Gaunilett. — ^The relations between the Railway Board and 
the Company must be very difficult. I fully realise that. If you are satisfied 
that the work had been done imsatisfactorily, do you tbinlc you are debarred 
from passing that comment on ? 

Mr. Rau. — ^\Ve could not insist upon any disciplinary action. But avc 
have, I think, said that the Agent ought to have brought this to our notice 
much earlier and that we are not fully satisfied ■\vith regard to the other irregu- 
larities ; they should have been taken more serious notice of. We arc going to, 
if we have not already written, write in connection wfitli the general letter wc 
are going to write to B. N. Railway. 

152. Mr. Das. — We are committed to the recommendation that the Railway 
Board has been chary in passing any comment over the Bengal !Nagi)ur Rail- 
way. So much public money has been lost in this case. We would ask the 
Railway Board to request the Agent to see that strict disciplinary action 
is taken against the officials whose neglect led to this. 

Sir Frederic Gaunllell.—l suggest, Mr. Chairman, that it is too difficult 
to press the Railway Board to say that tliis action must be taken. The Com- 
mittee can ask the Railway Board to come to an independent jiidgjncnt on the 
facts of this case and to communicate that judgment to the company. If the 
Sub-Committee could accept a recommendation on these lijves, I think we wo\ua 
be justified. 

Chairman. — It must be on some sort of general lines. 
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153. Mr.Mitra. — ^Whatwas thelossinciured due to tlie delay ot the Com- 
pany 1 

Mr. Rau. — It is very difficult to say that. 

Qliairnian. — ^It is very difficult to assess a loss like that. 

Sir Frederic Gauntlett. — Mi. Eau is on very strong grounds in sa 5 dng that 
it is very difficult to say that so much of the loss was due to delay. 

IM. Chairman. — We then come to paragraph 130. Under-estimating cost 
of building saloon carriages. 

Mr. Rau. — In my opinion the Agent was justified in calling attention to 
the fact that the saloons built in 1916 cost very much less and saying that unless 
the cost of the saloons could be reduced it would not be possible to sanction 
construction. The cost of underframes was, it is understood, excluded according 
to the practice at the time, and the allocation was accepted by the then Govern- 
ment Examiner and passed by the Railway Board. It is therefore difficult to 
blame the Railway at this late date. The policy of indenting for spares in the 
case of items liable to damage in transit cannot also be condemned outright. (I 
understand that as a matter of fact this policy of indenting for spares as an 
ordinary rule has been given up now.) But whether these if not required for the 
rolling stock for which they were indented should be utilised elsewhere without 
a charge being made to the work on which they were utilised seems to be 
questionable. The question was started in 1921 and was finally settled in 
1926 by the revised allocation sanctioned by the Railway Board, and I am 
of opinion that it is too late for us to take any effective action in the matter. . 

155. Mr. Das. — When was the saloon completed ? 

Mr. Rau. — The Revised Estimate was sanctioned in 1926 ; they were sent 
to us in 1925. 

166. Mr. Mitra. — ^They have raised three specific points, arbitrary cutting 
down of estimates with a view to facilitate its being sanctioned, without 
criticism. I do not know whether that is justified. 

Mr. Rau . — If the Agent, for instance, says that he cannot sanction an ex- 
penditure of Rs. 1,83,000 or Rs. 22,000 a saloon, because only three years earlier 
it was Rs. 13,000, 1 think the Agent is justified in calling attention to that. 

Mr. Mitra. — Then we have this. The policy of ehminating the provision 
for the underframes with the same object by treating the work as one of con- 
version. 

Mr. Rau . — It was the practice of the time that the cost of under-frames 
should be excluded and the allocation was accepted by the then Government 
Examiner and passed by the Railw’^ay Board. 

157. Mr. Mitra. — The third point is this. The poficy of indenting for spare 
materials against the provision under contingencies in estimates for new stock, 

Mr. Rau . — I do not think it altogether improper in every case, but I under- 
stond as a matter of fact that this policy of indenting for spares as an ordinary 
rule has been given up now. 
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188. Oto-™m.-We next, come to paragraph 131. , Expenditure impro- 
perly charged to Railway Funds. ^ 


Mr JSaw.— The Railway Administration explains that the transaction did 
not mvolve any serious loss to them, but on the other hand was a source of 
considerable advantage to the Railway. 

The Railway had under consideration proposals for a hear^ scrap yard at 
Khargpur for some years prior to the Burma Corporation wishing to dispose of 
their shops at Tatanagar. This was agreed to on terms providing, inter alia 
that the Railway would be repaid the whole of their out-of-pocket expenses, 
would pay for whole-time staS and honoraria to the railway staff supervising it. 
Use was made of an already existing railway scheme for a scrap yard which 
Fould have to be built in any case sooner or later and the Railway at the same 
time actually used the scrap yard for its own purposes without being incon- 
venienced by the materials stacked there belonging to the Burma Corporation. 
The corporation agreed to deposit the cost of siding (Rs. 11,400) to be refunded 
when their stock was disposed of. By an oversight this deposit was not 
enforced, but when the oversight was detected all the works represented by the 
deposit had been taken over for the use of the Railway. It was intended to 
charge rent for the stacking ground and this was provided for in the draft terms, 
but in the final terms again by an oversight this was omitted. The Agent says 
that except in this respect there was no loss to the Railway and they benefited 
by the arrangement, {i) by the volume of traffic handled which was estimated 
as worth over Rs. 35,000 ; and (ii) by being able to buy practically new material 
for the Railway at favourable second-hand prices. It is an unfortunate co- 
incidence that the Railway Administration by an oversight omitted to charge 
rent and to take a deposit ; whereas there was no oversight in the matter of 
recovering from the Burma Corporation the pay of the men emploj'ed and tlio 
honoraria to the superior stafi. ' This suggests that the officers concerned were 
less solicitous about the interests of the Railway Administration than of the 
interests of individuals and the Railway Board have expressed to the Agent 
their deep displeasino particularly with this aspect of the case. 

159, Mr. Das. Axe you sure that no blame lies with the District Engineer 

of Kharagpur ? He must have colluded. 

Mr, Rau. So far as the ndiole case is concerned, it is probable that on the 

whole the railway gained rather than lost, l)ut it is at least a coincidence tlmt 
they omitted the terms which were directly to tlie benefit of the railway and 
forgot nothing which was to the benefit of individual officers. 

Mr. Das.— Yon are hitting the right point. In these Company-managed 
railways, the officers do not care for Indian revenues at all ; they do anything 

they lilce. 

Mr. Rau.— It is the interests of the railway undertaking as n wlioJr in 
wliich they are partners to some extent. 

160. Ohairman.— Paragraph 132. Incurring of liabilities in advance of 
sanction to estimates. 
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Mr. i?aw.— Tlie wagons in (jiiestion were coiilinnally out of service bein^ 
under repair, ns tlic lieadsiocks wore, weak and the bogies developed cracks. 
The original proposal was to replace the Ijogics entirely and to provide special 
kifiers so tliat shocks on the headstock-s would be niininnscd. In cases of this 
nature it is purely a raatter of individvial judgment as to wlicther it is more 
economical to scrap, to patch up, or to make entire replacements of defective 
parts. It was originally intended to ado})t the last mentioned course, but when 
the Railway Board objected to the expense, i\lr. Wrench proceeded to Bombay 
and evolved a scheme in which, by provitling a strengtlioning angle at the back 
of the headstocks and a tic rod across the axle guards, the vehicles were sufli- 
cientl}^ strong for ordinar}'’ service, hlr. Wrench’s proposals had the dis- 
advantage of adding to the tare weight and reducing the pay.ng load of the 
vehicles, but this was more than balanced by the reduction in expenditure. 
regards responsibility for the original proposals, I will read out au extract frpiu 
ilr. Wrench’s note •. 

“ The original proposals made provi.sion for tlic replacement of all the 
bogie trucks estimated to cost approximately Rs. 79 lakhs and it 
may be argued that as it has since been decided to strengthen up 
the existing bogies, there was insufficient justification for incur- 
ring lumecessary expenditure on their replacement. It is ad- 
mitted that the design of the present bogie trucks is defective, 
but whether the proposed strengthening will entirely overcome 
the troubles which are being experienced remains to be seen. 
I personally think that they will, but on the other hand, had new 
standard bogies been placed under these wagons, it would have 
resulted in a considerable reduction in the tare weight, thus 
permitting of an increase in the paying load. It is in my opinion 
a moot point as to whether the economies which would accrue as 
a result of fitting new bogies would not in the long run justify 
the additional expenditure, and I do not think that the Chief 
Mechanical Engineer can be taken to task if he held a similar 
view ”. 

Sir Frederic Gauntlett. — ^^Vhen were these bogies obtained which required 
such extensive alterations? 

Mr. Tower.— Th.Qj were pre-war bogies. They were of a bad type. At 
present they are perfectly all right. 

Sir Frederic Gauntlett . — ^You cannot go back and find put whp w:as 
responsible for this in the first place ? 

Mr. Tower. — ^That was 17 years ago and the officers concerned have 
retired. • 

Ghairnian. — I suppose nothing further can be done. ■ 

161. Chairman. — Grant No. 10. Pages 230 onwards. Paragraph 61 of the 
Auditor General’s letter. 

Mr, Rau.-Trrl agree with the Auditor General’s comrnent there. There is 
.no doubt it shows inadequate knowledge of progress of expenditure., 
IIOlCPBlTinD 
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t! ' if ciicumstances in whicli tlie Railway 

^Seuta of tlxe Bongal Nagpur and 


Mu Raw.— The defective budgeting pointed out was due to the details 
shown m the ^endituie under Grant hfo. 10 . We have ahea dy taken steps to 
^t It right. ^ e are now getting information from the railway administration, 
formerly they were distributed on an arbitrary basis in the Railway Board. 


163. Sit J^Tedeno Gawitlett . — ^Look at the detailed figures at page 236. 
You only provided for station machinery on 4 railways out of 11 . Could you 
not presume that other railways required some station macliinery ? 


Mr. JRau. This was obviously a mistake in budgeting. WJiatliappened 
in the year Was that we got estimates from railwa 3 ’^ administrations according 
to Grant No. 8 and not according to heads of Grant No. 10 , This has now 
been set right. 


164. Sir Frederic Gaimtldt . — On page 242 there is a most amazing varia- 
tion. 


Mr. liau . — It is the corresponding portion of what we noticed under 
Capital, 

165. Sir Frederic GaunileU . — Page 260. Grant No. 1 1 . 

Mr. Eau . — The account of railway pensionary charges is kept by” the 
Chief Auditor of the Eastern Bengal Railway. He does not himself make the 
payments, but compiles the accounts from debits jiassed on to him by a largo 
number of disbursing authorities. He could not give us a revised estimate of 
charges likely to come in course of payment during the year. I don’t know 
■whether the change of procedure described in paragraph 51 of tlic Appro- 
priation Report has added to the excess. I asked him in October last why 
there was a large difference between the estimates and the actuals, and his 
esplanation was that some of the authorities did not even repty to the enquiries 
he addressed them regarding a proper estimate of their payments. I under- 
stand under instructions of the Auditor General, no details of the adjustments 
which are passed on to his office by other Audit Officers are sent to his office, 
and so he was unable even to say whether the heavy adjustments he talked 
of covered recurring or non-recurring payments. I should add that the 
actual expenditure varies considerably. It was 3,7G in 1926-2G, 6,58 in 1020- 
27 and 6,49 in 1927-28. Moreover, as the Committee will recognise, the.so 
‘are in the nature of inevitable payments and it is difficult to foretell cxactl}' 
how many railway servants will he on the retired list in any particular 3 car 
and liow many of those already retired will jwss away from the list by death. 
But efforts are, however, being made to obtain a more accurate estimate of 
these charges. The Chief Auditor, I understancl, is taking step.s to obiam 
fuller information about the various details under this head. 

- 166. C/mM-man.— We then come to Grant No. 15, paragrapli 133 of the 

Appropriation Accounts. 

'Mr. Ram— PaTagraph 133 refer.s to the gom-ral quest tun of over allot* 
ineut . There is nothing that I can say on that. SirAu.sten Hadow gave you n 



general explanation alioni ]>aTngraph KVl. The only thing I can do ia this. 
He has given me a note vliichlcan read io lire Con’iinittee. if Ihoy like, lie 
has a personal kuoNYleclge of the. que.stion. 

Sir Frederic GanntlcH.—Ji he has taken the tvonhle to give n.s a memo- 
randum, wc might- hear it. 

il/r. Rau . — The Committee probahly realise to .some extent the nature of 
this project, one of the mo.st diilieidt that- ha.s ever heeir undertaken in India : 
it rvas very difiieult to estimate the cost, originally put at 175 lakhs, as no 
one krnew or could anticipate what dillieulties would he ex'jn'rieneed in (he 
actual construction of a railway through this very rough eourrtt'y. wheiH' mm'h 
tunnelling would he ncce-ssary. Tire completion of the line and (he overr'oni- 
ing of all the diflieultic.s involved w«‘re considered a matter for- eongrat-uhrtion 
in Novemher 1025 when the line was ojrened up to Landi Kotal and thin't' is 
no douhi that if it had not' been for tho dofcctivo work auh.sequent.ly dis- 
covered in .some of the tunnels, every one connected with the ju'ojee.t. would 
have been credited with a .sjrecially good ]uec(' of woric. 

As regards the tunnels, the ilrst we heard of anything being wi’oug was in 
March 1027 when, in sending in a rejiort; emnnerathig certain addit.ioruil works 
considered nccc-ssary as a result of the advice of a geological exjrert irird a rrqrorti 
by a Gommittec of Enginecr.s on damage.s cau.scd by a record flood in Meplent' 
her 192G, the Agent mentioned that “ it might be necc.ssary t o Hl-rengthr'ii sonm 
of the lining that had been put in already in .some tiinnclH In April 1027 
we were told demi-oflicinlly that the Michrri Turmel wits urtsabr (llrts was 
the 6th tunnel west of Landi Kotal) and that a good drsd of the t.iinnel lining 
done during construction would have to be re-done. The ox’amirurt.ion trf thrr 
suspected tunnels took some time ; it j.s of course, a rather diflierdt. mat, (.o' mi a. 
good many holes had to be dug in the crown of the (.umrel for exitutitral.inir (.o 
be made. As a result of this examination it was rcpo)-(,ed jrr Ocl-olrej' )!)27 
that it would cost approximately 16 lakhs to prrt the defecl.s I'ight'. 'I’li(! 
Chief Commissioner, who was then the Kngineer-ing Member of tlie, Ibrard, 
visited the Khyber in November 1927 to look irrto tire matter' peniottally, and 
wrote a note in v.diich he covered other matters be.side.s tlie.se defec(,iv(i (.imnels ; 
one point was that there had been two serious floods in (.In; Kltybej' wliicli Iin.d 
shown the necessity for some change in design of some of the works and he was 
examining tliis at the same time. 


The defects in coiLstniction that came to light may be classerl imflej- two 
heads (a) lack of mortar and (/;) hollows left behind the mnsonr-y, 'i'hey came, 
to notice by bulging, and crusiring of the masonry. 


The action then taken was in two directions : — 

(7) to a consideration of the best methods to be ndopi/-/] bt j/uU'/of/ 
matters right and making the tunnels more seenre in the fotn/c '' 
(n) to the fixing of responsibility' for the defeefdve vrork, 

A good deal of discussion took place on (7) and an off;//;/ f/.cvv. 

the H, I. P. Pailwaj, ^vith long experience in tunnelling, 
m December 1927 and 1928, at the instance of the fkmd, HU ■yU/f y/yj-, 
in the bad strata in which these tunnels were situated fee ao// . 

should have h^n thicker. 
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onp Austen Hadow said the other ds^, 

o tliv. lessons we have learnt from this experience is that we must take 
particiuar pains to study geological conditions of the country, 

3Ir. Mitm . — ^We have nov/ tunnel experts ? 

T of one man, Mr. Hogarth, who is on the Great 

Indian Peninsula Railway. 

OMrwan.—Biit the tunnel experts cannot take the place of geological 
experts ? i o o 


ilfr. xtuii. — Ho. 

172 . &V FTed^io Gduntlctt . — The rest of the report deals ndth traffic irre- 
gularities and those are nearly always dealt with strictly by the railway authori- 
ties. I suggest that it would be sufficient if we just deal with the points to which 
I have called attention in paragraphs 50 and 51 of my letter. 


173 . AlitTd. — PciTdQTa/pli 137. — It is a very bad case and the punish- 
ment is too meagre. 

Mr. Tower. — But the percentage of the underweight is veiy small— only 
about 2 per cent. Besides you must remember that at a big station like Eiam> 
gaon you might load anything up to 20,000 maunds a day. You have got to 
put additional stafi during the busy season and they are generally not experien- 
ced. It is impossible for a clerk to weigh 20,000 maunds of cotton, or even 
a large proportion of it. Then there is another extenuating circumstance. 
These bales are nearly always standard bales but they happened to he under- 
weighed in the case of the firm in question. The staff concerned was punished 
adequately. If there was a case of fraud, the Divisional Traffic Manager would 
no doubt have discharged him. There were no doubt irregularitio.s but I do 
not think it is a particularly serious case warranting dismissal. 

174. Mr. Tower. — Paragraph 138. — ^The Divisional Traffic Manager was in 
no way responsible for the delay. This was due to the reference to the Mili- 
tary Department and to attempts made to obtain copies of the original docu- 
ments authorising the despatch. Tliis took a considerable time— over a year 
in fact — and especially in view of the fact that the amount unrlevcliargcd was 
fully recovered, the Railway Board do not consider it nece.ssary to ask the Ageni. 
to take more severe disciplinary action against the A-ssi-sfant Goods Clerk on 
whom the responsibility was finally fixed. It is understood that the Agent has 
directed that a note of this should be placed on the hi.story sheet of the man 
responsible which will be taken into consideration when the (jnestion of his 
promotion, etc., is considered in the future. 

175. Mr. Das.— I would h'ke to ask Mr. Rau a general qiiestion. How 
much doe.s it cost the railways on account of these military rat es I 

Mr. Pan. — do not think wc have calculated the amount ; it is an arrange- 
ment of long standing. Of coiuse, the army is clinrgcd special rates. There is 
a big manual with regard to that. 

176. iJM Das. — ^Do you give concD.ssions to any other dejiartments ? 

Mr: Pan. — do give some concession to the Postal Department ako. 



279 


Sir Frederic Gauntlclt . — The only t-liiiig wliich is left; now is pcarngmi^h 55 
o£ my letter wliicli calls attention to various defect s of ])udgcting and so on to 
^Yhicll I have no doubt ^Ir. Kan will devote sj)ccial atiention. They are only 
brought together so as to helj) him in making his fut ure estimates. 

There is only one thing left and tluit. is whether the Sub-Committeo 
would like to express any general conclusions on the specific points referred 
to us. 

Chairman . — For that purjmse 1 suggest we might meet later on for an 
hoiw or so and, meanwhile, t he transcript of cvidcne(; might be circulated. 

Mr. Das . — I would like to .s])cak on beljalf id the members of the Committee 
in appreciation of Mr. Ban’s evidence. I hoja*. he will not carry away the 
impression that we wore unduly hard on the Hailway Board ; in fact, we have 
tried our level best to help the Builway lioard. (Other members also associated 
themselves with ^Ir. Das in the appreciation of iMr. Ban’s evidence). 

Chairman. — ^Mr. Bau had to answer for the sins of others. 


900— 22-11.29— Girs 



